The Company 


Beneficial Corporation... one of the largest and most 
profitable diversified financial companies in the world. 


Beneficial is a marketer of money. Through its Consumer _ 
Finance Subsidiaries, the Company loans hundreds of millions 
of dollars each year to individuals and families throughout the 
United States, Canada, and anumber of other nations. 

The rapidly growing Beneficial Insurance Group provides a 
wide range of life, health, and casualty insurance coverages 
and ranks well within the top ten percent of all insurers in the 


United States. 


Beneficial is also a marketer of goods. The Company's principal 
merchandising subsidiaries—Spiegel, Inc. and Western Auto 
Supply Company—bear names that are known and respected 


by consumers all over America. 


Beneficial Corporation is a strong company, with assets of 
$3.3 billion and a net worth in excess of $835 million. And 
Beneficial is an innovative, sales-minded company .. . 

a company that continues to dedicate all its efforts to serving 


the needs of the consumer. 


Classes of Stock 


Transfer Agents 


Common 


Irving Trust Company, N.Y. 
Wilmington Trust Company 
Wilmington, Del. 

The First National Bank of Chicago 


$5.50 Dividend Cumulative 
Convertible Preferred 


Irving Trust Company, N.Y. 


Wilmington Trust Company 
Wilmington, Del. 
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The principal market on which the above classes of stock are traded is the New York Stock Exchange. 
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Highlights 
% 
Increase 
(Decrease) 
1977 1976 
over over 
1977 1976 1975 1976 1975 
During the Year 
Net Income: 
Finance Division: 
GOnsumeLeinanCe mess sia $ 47,657,000 $ 43,934,000 $ 33,397,000 shebiy Sh ey is 
InSULANCCM ae ee een ere we _ 30,159,000 20,681,000 17,173,000 45.8 20.4 
Income from Finance Division ......... 77,816,000 64,615,000 50,570,000 20.4 VAs) 
Income from Merchandising Division _ 7,841,000 35,792,000 _ 22,797,000 (78.1) 5i.0 
Otalae en ome er me tence cae: $ 85,657,000 $ 100,407,000 $ 73,367,000 (14.7) 36.9 
Earnings per Common Share: 
PARMAR tzIaND cn) Ee cian Ere ASG ton Le Shen eyperees $3.64 Su4.De $3.34 (19.5) 3533 
BUIYcONULCC serene ete ers eee rere $3.56 ea O5 $2.94 (12.1) Si.6 
Dividends Paid per Common Share ..... $1.60 $1.4375 $1.25 ie hse 15.0 
Consumer Finance Offices: 
Finance Receivables Acquired: 
AIOUN tamer ttc) eee eee ane ete $2,261 ,888,000 $1,900,279,000 $1 ,553,622,000 19.0 22) 
INU DC eer: og tet peel ee eer ee 2,127,000 1,797,000 1251 2,000 18.4 18.8 
Average Amount of Transaction* . $1,063 $1,057 $1,028 0.6 2.8 
Net Sales and Other Revenue— 
Merchandising Division .............. $1,178,685,000 $1,206 ,346,000 $1,020,400,000 (2.3) 18.2 
At Year End 
Consumer Finance Offices: 
Finance Receivables* ............-.+> $2,526,177,000 $2,085,042,000 $1,828,456,000 Zire 14.0 
NUDGE IG ACCOUNIS = -rayeetene eee ts at 2,451,000 2,095,000 2,008,000 NAL) 4.3 
Average Account Balance* ........... $1,031 $995 $911 3.6 Sp 2 
MUI DCImOM OT ICOSss sgl. paneer. 1,890 1,768 bes 6.9 2.6 
Western Auto: 
Number of Company-owned Stores .... 472 520 534 (9.2) (2.6) 
Number of Associate Stores .......... 3,918 4,139 4,114 (5.3) 0.6 
NimOe@OLE MI DIOVYCCS= se cea, cm wmenane recs. 25,100 24,900 26,600 0.8 (6.4) 
Number of Holders of Common Stock ..... 32,700 31,700 29,900 Oz 6.0 


*After deducting Unearned Finance Charges. 


Information required by Securities and Exchange Commission rules concerning the lines of business of the Company's 
subsidiaries is included in the Eleven-Year Summary on Page 44. 


Annual Meeting 

The Annual Meeting of the shareholders of Beneficial Corporation will 

be held on Friday, April 28, 1978 at 11 a.m. EST at the office of the Company, 
Beneficial Building, 1300 Market Street, Wilmington, Delaware. 


To Our Shareholders 


For Beneficial Corporation, 1977 was a 
good year... the second best year in the 
history of the Company. Consolidated 
Net Income was $85.7 million, 14.7% 
less than the record total achieved 

in 1976. 


For our Finance Division—the corner- 
stone of the Company—1977 was un- 
questionably the finest year yet. The 
Division surpassed its record-breaking 
1976 performance by 20.4%, account- 
ing for 90.8% of Consolidated Net 
Income. Consumer Finance and Insur- 
ance both contributed significantly to 
this strong performance. 


The momentum established by the 
Finance Division in 1976 continued at an 
increased pace throughout 1977. In 
almost every type of consumer financial 
activity and insurance business, we re- 
corded increases in volume and profit- 
ability. As a diversified financial com- 
pany, Beneficial Corporation achieved 
results that are without precedent in its 
history. 


In an ordinary year, the excellent per- 
formance of the consumer finance and 
insurance operations would have pro- 
vided sufficient thrust to establish a new 
record in Consolidated Net Income. 
However, during 1977 the Merchandising 
Division's earnings were adversely 
affected by acollapse of Midland’s 
market for citizens band radios and by 
special charges at both Western Auto 
and Spiegel, relating to a major refocus- 
ing of their marketing efforts. 


Our primary business—consumer finance 
and related credit insurance—continues 
to grow in both volume and profitability. 
We have always been attuned to the 
needs and desires of the consumer and 
have developed innovative marketing 
methods to satisfy those needs and de- 
sires. Beneficial is a national and inter- 
national marketer of financial services, 
providing customers with what they want 


Left to right: 
Robert A. Tucker and George R. Evans, Office 

of the President, Finn M.W. Caspersen, Chairman 
of the Board. 


—when and where they want it. We are 

a strong company, and our basic 
strength in consumer finance and insur- 
ance has made it possible for us to 

move into other financial areas. We are 
making strides in revolving credit, 
leasing, and income tax preparation. Our 
international network of offices, our 
sophisticated computer facilities, our 
financial resources, and—most of all— 
the skill, ingenuity, and dedication of our 
highly-experienced people—have en- 
abled us to establish positions of strength 
in the fields we enter. 


The growth of our Insurance Group is an 
excellent example. The Group’s original 
purpose was to provide credit life and 
health insurance protection for cus- 
tomers of the Consumer Finance Sub- 
sidiaries, and that excellent source of 
business has enabled the insurance op- 
eration to develop considerable financial 
strength of its own. Now the Group is in 
a position to use that strength in other 
fields of insurance—to reinsure cover- 
ages sold by other companies and to 
continue to acquire blocks of business. 
All of this was made possible by the 
basic financial strength of Beneficial 
Corporation and its Consumer Finance 
Subsidiaries, and the same principle will 
apply to future undertakings in other 
financial fields. 


Beneficial Corporation has always been 
cognizant of its responsibilities to its 
shareholders. ..the thousands of men, 
women, and children all over the world 
who have directly or indirectly invested 
in our future. Our goal is to assure them 
of maximum financial security and to 
provide them with a sound, consistent, 
and growing return on their investments. 
For many years, we have distributed 
approximately 35% of our earnings per 
share to the holders of our Common 
Stock. The dividend paid during 
December 1977 brought to 194 the total 
of consecutive quarterly dividends 


distributed to our Common shareholders 
since 1929. 


We are also sensitive to our obligations 
to our customers—the people who bor- 
row our money, buy our merchandise, 
and participate in our insurance pro- 
grams. It is our responsibility to provide 
these people with the best in goods and 
financial services, at fair prices and under 
the most convenient circumstances. 


We believe that the best way to dis- 
charge our responsibilities to our share- 
holders and our customers |s through 
continued growth. The stronger we 
become, the better we can serve every 
segment of the public. In 1978, we are 
looking for continued growth In both 
principal components of our Finance 
Division—our primary source of earnings 
—and we expect to see improvement in 
the performance of our Merchandising 
Division, following the important steps 
that were taken during 1977. The outlook 
for Beneficial Corporation continues to 


be good. 
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Finn M. W. Caspersen 
Chairman of the Board 
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George R. Evans 
Office of the President 
Vice-Chairman of the Board 


Robert A. Tucker 
Office of the President 
Chief Financial Officer 


February 27, 1978 
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Financial 


1977 was avery good year for one of Beneficial’s divisions and 
a highly disappointing one for the other. The Finance Division 
enjoyed the best year in its history, with net income improving 
by a substantial 20.4% over 1976. The Merchandising 
Division, on the other hand, showed a sharp decline of 78.1% 
in net income, compared to the previous year. However, 
because the Finance Division accounts for the bulk of 
Beneficial’s business, Consolidated Net Income declined by 
only 14.7% from the record total achieved in 1976, and 1977 
closed as the second best year in the Company’s history. 


Earnings per Common Share were as follows: 


Average 

Earnings Number of 
eee me DC onares Common Shares 
(in thousands) wee es OI TISITAS) 
IAIN IRE A cw pow be 6 $3.64 $4.52 21,808 20,436 
Eully-diluted Siecn see 356 4.05 22,686 24,436 


Dividends were paid at the rate of $1.60 per Common share 
during 1977. In December the Company paid its 194th con- 
secutive quarterly dividend. 


Within the Finance Division, the Consumer Finance operation 
achieved excellent results, but the sharpest percentage gains 
in revenue and net income were registered by the Insurance 
Group. 


(in millions) _ 1977 1976 % Increase 
Revenue: 

Consumer Finance ...... $503.9 $433.2 16.3% 
me OSUfEA NCC mew tetera ye OO; Due OO 4 2.0 
____ Finance Division ...... $640.4 $536.6 19.3% 
Net Income: 

Consumer Finance ...... $47.6 $43.9 8.5% 
__Insurance ............. 30.2 20.7 45.8 

= Einance Division ven $77.8 $64.6 20.4% 


The increases in both Revenue and Net Income arose pri- 
marily from larger volumes of business: for Consumer Finance, 
substantially higher average Finance Receivables, as 

well as better collection experience, and for the Insurance 
Group, an impressive increase in earned premium and 
investment income. 


Although 1977 was a poor year for Western Auto and Midland, 
Spiegel showed an increase in net income, despite a non- 
recurring provision of $2.5 million relating to the closing of 

all catalog order stores. 


ie 


% Increase 


(in millions) 1977 1976 (Decrease) 
Net Sales and Other Revenue: 
Midland esas $ 110.4 $ 209.8 (47.4) % 
Spiegel ae aen 307.0 35953 4.9 
Western Auto ....... 691.3 Cole 8.5 


Merchandising 


DIVISION ENeEaeEeete NOISE MASI = Nh AC ere) (2.3)% 
Net Income (Loss): 
Midlance essa $(1.9) $16.8 —% 
Spiegel Pewee ae 6.4 5.0 RES 
Western Auto ....... 3.4 13.4 (74.8) 
Merchandising 
DIVISION eee $7.9 $35: Leal) oe 


Midland’s sharp decline was due almost entirely to vastly 
reduced demand and lower prices in the CB radio market. 
A sizeable portion of Western Auto's earnings decline is 
attributable to a charge to pre-tax earnings of $9.6 million, 
resulting from a decision to close anumber of unprofitable 
retail stores and to write down discontinued inventory. 


The Finance Division’s Interest Expense (after offsetting 
interest income from non-consolidated subsidiaries) 
increased by 25.8% ($28.8 million); 91.5% of the total 
increase was due to an increase in average borrowings, while 
8.5% was caused by an increase in the average interest rate. 


There was a foreign exchange loss before taxes during 1977 of 
$3.3 million, compared with a $4.7 million loss in 1976. The 
1977 loss was due principally to the decline in the Canadian 
dollar, the currency in which Beneficial has its greatest 
exposure. On a consolidated after-tax basis, the loss was 

$1.0 million for 1977 and $1.1 million for 1976. 


H (= KR 
Consolidated SIS1X15 [B/S /IL/B/S/S|5 
Netincome § Glololalolalwlelelolu 
STIOITOILMO]O]/OInN|[JOIKI|O!la 
Excluding a 


Extraordinary 
Credit (1974) 


(in thousands) 


67 68 69 70 71 72 73 74 75 76 77 


In its continuing effort to reduce its exposure to foreign 
exchange fluctuations, the Company finances growth in its 
foreign subsidiaries by borrowing in the currencies of the 
nations in which these subsidiaries operate, although such 
borrowings generally entail higher rates than similar borrow- 
ings in the United States. During the year, borrowings were 
made in Canadian, Australian, British, and West German cur- 
rencies, in both the short- and medium-term money markets. 
At the end of 1977, 24.4% of Beneficial’s borrowings was in 
foreign currencies, compared with 23.9% in 1976. 


Continuing its long-standing policy of financing the growth of 
receivables through long-term debt, the Company borrowed 
in both the public and private markets during 1977 and raised 
a total of $494.8 million, at favorable interest rates. 


The $494.8 million long-term debt was issued as follows: 


Public Issues 

$150 million 8.30% Debentures due June 1, 2003. 

$150 million 8.40% Debentures due December 1, 2007. 
$45.8 million (Canadian dollars translated) 9.00% Notes due 
February 15, 1984. 


Private Issues 

$85 million 8% % Senior Serial Notes due serially on June 30 
in each of the years 1988 through 1997. 

$50 million 8Y2 % Senior Subordinated Serial Notes due 
serially on June 30 in each of the years 1988 through 1997. 
$14 million (translated) foreign borrowings in various 
Currencies and rates. 


The following long-term debt was paid in 1977: 


$50 million 63/4 % Debentures due May 1, 1977. 
$50 million 5% Debentures due November 1, 1977. 
$20.8 million (Swiss Francs translated) 6% Notes 
due March 29, 1977. 


Interest 2/2/8/3/=]8]8/8|2/8|3 
Expense— S} ilo] G|G]lolo}RININ IRN 
Effective 

Rate 

(in percent) 


67 68 69 70 71 72 73 74 75 76 77 
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Short-term interest rates declined overall during the year as 
compared to 1976. There was, however, an upward trend 
during the latter part of the year. Short-term notes payable at 
December 31, 1977 consisted of $152.6 million from banks 
and $222.7 million in commercial paper. Average borrowings 
during the year were $115.6 million from banks and $246.1 
million through the issue of commercial paper. The average 
rate of interest expense for the Finance Division in 1977, 
giving effect to bank compensating balances, was 7.39%, 
compared to 7.26% in 1976. The average interest rate at 
December 31, 1977, including foreign borrowings, was: 7.42% 
for notes payable; 7.59% for banks; 7.43% for commercial 
paper; and 7.40% for long-term debt. The maximum amount 
of short-term notes payable at the end of any month was 
$513.9 million. 


Bank credit lines, which total more than $400 million and 
include a multi-currency credit facility of $50 million with a 
group of foreign banks, are maintained by the Company and 
its finance subsidiaries. 


Beneficial Corporation and Consolidated Subsidiaries’ 
borrowings at year-end were as follows: 


1977 JIRIS 
(in millions) Amount = % _ Amount % 
Short-term Debt: 
Banksaaeee Sa oe-o 6126 $ 99.9 5.6% 
Commercial 
paper . 22cuh 9.8 16735 9.3 
Employee 
thrift 
accounts . 386 (ee 4.02 ae Oe 
otal. ALS Oe aG.2 301.4 168 
Long-term Debt: 
Due within 
one year .. 35.9 1.6 120.5 6.7 
OIG I acpi: ee 160200 5a OU 2 en Oc Om 
oe Lotal ees. Use e7e tents) ASS) ieleeeh 
LOtal Deb Viren 2,210,000 70 $1,794.3 100.0% 


Commercial paper is sold directly to institutional and other 
sophisticated investors in amounts of $100,000 or more, for 
terms of 15 to 270 days. Moody’s Investors Service, Inc. and 
Standard & Poor's Corporation investment rating services 
have assigned to Beneficial their highest ratings of P-1 and 
A-1 respectively. The Company's debentures are rated Aa by 
Moody's and AA by Standard & Poor's. 
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Finance Division 


Consumer Finance Subsidiaries 


Home improvement is but one of many 
reasons why well over a million people 
borrow hundreds of millions of dollars 
each year through Beneficial’s Con- 
sumer Finance Subsidiaries. These 
offices, the vital center of the Com- 
pany’s operations, play an important 
role in the lives of many people in 
cities and towns all over the United 
States...and in Canada, England, 
Australia, Puerto Rico, and West 
Germany. 


Last year, we reported to you that 1976 
was by far the best year in the history of 
our consumer finance business. In 1977, 
our finance subsidiaries bettered 1976 
production in virtually every area. There 
were significant increases in revenue, 
net income, loans made, receivables, 
and many other categories. The figures 
below tell the story of an excellent year 
...ayear in which the Consumer 
Finance Subsidiaries surpassed by wide 
margins the high standards of achieve- 
ment they had established in 1976. 


Volumein = - SSS /SIE18 18/8/85 |8 
Consumer Ai lenleatpes eo leule lest: lee 
Finance PlalS/e/SlelRiejslaja 
Offices sed oe? al ne Mil nl rc fen i 
Excluding 
Unearned 
Finance 
Charges 


(in thousands) 


67 68 69 70 71 72 73 74 75 76 77 


1977 Consumer Finance Highlights 
Revenue 
$503.9 million, 16.3% more than 1976. 


Net Income 
$47.6 million, 8.5% more than 1976. 


Number of loans made 
1.5 million, 13.0% more than 1976. 


Number of sales finance contracts 
purchased 
0.6 million, 29.4% more than 1976. 


Total number of accounts at year end 
2.5 million, 17.0% more than 1976. 


Number of offices 
1,890, 6.9% more than 1976. 


In 1977, Finance Receivables showed a 
substantial gain of 21.2%, reachinga 
year-end total of $2.5 billion. Increased 
loan volume in existing offices was 

the primary reason for this sizeable 
increase, but another significant factor 
was the purchase during the year of 
$138.0 million of Net Receivables, 
located in 20 states, froma large 
consumer finance company. This 
purchase also was a primary reason for 
the increase in the number of offices. 


Instalment loans to individuals of 
moderate means are the primary source 
of business for the Consumer Finance 
Subsidiaries. These loans—made, for the 
most part, under the provisions of the 
various state ‘‘small loan’ laws—account 
for 92.5% of Net Receivables. The trend 
in the consumer finance business, 
however, is toward larger loans at lower 
rates for longer periods of time. Although 
the average rate of interest charged on 
such loans is less than on smaller loans, 
the operating cost per dollar loaned is 
also less. During 1977, the average 

loan made by the Consumer Finance 
Subsidiaries increased from $1,308 to 
$1,348, and the average term for the 


Contribution to 1977 
Consolidated 
Net Income 


54% 


1977 loans was 45.3 months, compared 
to an average of 40.8 months in 1976. 


Loans secured by second mortgages 
on homes are an increasing source of 
business. These loans, characterized by 
lower delinquency and charge-offs, 
have proven highly satisfactory in terms 
of profitability. Home mortgage loans 
are larger in amount and longer in 
duration, averaging $8,351 in 1977, with 
a 107.4 month maturity. Loans of this 
nature accounted for $282.4 million of 
receivables, and the projection is for an 
increasing demand from consumers for 
such loans. 


Another important source of business is 
consumer sales finance contracts, which 
comprised 7.5% of total receivables at 
the end of 1977. This type of financing is 
profitable in itself, and it is a source of 
future instalment loan business from 
customers whose sales contracts have 
been purchased by Beneficial. 1977 was 
arecord year in the purchase of sales 
finance contracts, and at year end the 
total of such receivables had reached an 
all-time high of $189.9 million. After a 
successful pilot program, the Consumer 
Finance Subsidiaries are in the process 
of establishing additional central pur- 
chasing offices in various market areas 
to buy sales finance contracts ona 
broader basis. 


The percentage of loans more than two 
months delinquent showed a substantial 
decrease, dropping from 1.19% in 1976 
to 1.08% in 1977, the lowest level of 
year-end delinquency since 1972. 
Accounts charged off as uncollectible 
decreased from 2.04% to 1.74% of 
average gross receivables. The $7.2 
million of recoveries on charged-off 
accounts was equivalent to 13.0% of the 
receivables charged off during the 

year. Cash principal collections in 1977 
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were 16.8% higher in dollar amount 
than during 1976, but due to the impact 
of larger loans with longer maturities, 
they represented about the same per- 
centage of average receivable balances. 


Foreign operations accounted for 15.5% 
of Consumer Finance Net Receivables 
at the end of 1977. In Australia, where 
there are 72 offices, Net Receivables 
increased by $19.9 million. In England, 
where there are 34 offices, the increase 
was $9.5 million. (In both cases, the 
increases shown are the equivalents in 
U.S. dollars, after deducting Unearned 
Finance Charges.) In Canada, where 
there are 188 offices, Net Receivables 
were $7.0 million lower than in 1976. 
Due to prevailing economic conditions, 
Canadian operations are not being 
expanded. 


In 1977, a West German bank, TKB-Wall- 
Bank AG Teilzahlungskreditbank was 
acquired. This bank is in the consumer 
finance business and had $41.0 million 
of finance receivables at year end. The 
bank was operating at three locations at 
the time of acquisition, but ithas since 
expanded to five, and further expansion 
is planned. 


After an extensive study, plans have 
been made, subject to the approval of 
the Japanese Ministry of Finance, for the 
commencement of consumer finance 
operations in Japan. 


In 1977, as in 1976, the Finance Division 
suffered a moderate after-tax foreign 
exchange loss of $1.0 million compared 
with $1.1 million in 1976. Substantially 
all of this loss related to the Consumer 
Finance Subsidiaries. As indicated in 
the Financial section, Beneficial is 
placing increasing emphasis upon 
borrowing in the currencies in which its 
major assets are denominated. 


The wide distribution of offices in the 
United States and foreign countries is 

an effective cushion against adverse 
local economic conditions. The areas 
with the five highest percentages of 
receivables at year end were: California, 
18.6% ; Canada, 9.2%; New York, 9.0%; 
Pennsylvania, 6.0%; and New Jersey, 
4.6%. 


For Beneficial, Consumer Finance 
operations are widespread, employing 
many thousands of people. Maintaining 
the high standards of such a large and 
active group of companies requires a 
continuing program of training and 
supervision... aprogram that recog- 
nizes and rewards talent, initiative, and 
hard work. Outstanding employees are 
singled out for rapid promotion, and 
each individual is encouraged to per- 
form to the best of his or her ability. 
Because the Consumer Finance Sub- 
sidiaries are continually expanding, 
promotional opportunities are always 
open to qualified employees. 


The size and scope of the operations 
bring many benefits. One of these is 
Bencom, a computer service facility 
operated by Beneficial Data Processing 
Corporation. In every Beneficial finance 
office in the United States and Canada, 
there is a Bencom terminal which is 
connected directly to the central data 
facility. The system types out instalment 
loan contracts automatically and per- 
forms most of the administrative and 
accounting functions of a routine nature 
for each office. 


Several new programs are underway in 
the Consumer Finance area. One of the 
most promising of these is a revolving 
credit concept under which a customer 
who has established a line of credit can 
borrow money automatically merely by 
signing and negotiating checks issued 
to him through a Consumer Finance 
Subsidiary. Another form of revolving 
credit is Bencharge, which has operated 


successfully on a pilot basis. Bencharge 
enables local merchants to issue their 
own personalized credit cards, which 
are used in conjunction with terminals 
in their stores that are connected to the 
Bencom computer. This service will be 
made more readily available in new 
localities during 1978. Still another new 
program is the leasing of medical, 
dental, and hospital equipment. In 1977, 
Beneficial acquired Parliament Leasing 
Company, which is engaged in such 
business. Parliament had $6.9 million 

in gross receivables at year end, and its 
operations are expanding in 1978. 


Beneficial Income Tax Service continues 
to move ahead as an independent profit 
center, placing increasing emphasis 
upon advertising and promotion cam- 
paigns to make taxpayers aware of 

this useful and inexpensive service. 
Beneficial Income Tax Service offices 
are located in 42 states and in Canada. 


The financial strength of Beneficial 
Corporation enables the Consumer 
Finance Subsidiaries to take advantage 
of many opportunities, both financial 
and technological. Programs such as 
those mentioned above and other new 
approaches—developed by careful 
research and trial—will continue to be an 
important part of the Consumer Finance 
business. 


In 1976, the Consumer Finance Sub- 
sidiaries established new records of 
performance in every area. In 1977, 
those records were exceeded by con- 
siderable margins. This was a highly 
satisfactory achievement, and credit 
for this outstanding success goes to 
officers, executives, and employees at 
every level in the Consumer Finance 
operation. As a result of their perfor- 
mance in 1977, the Consumer Finance 
Subsidiaries have established new and 
much higher standards of accomplish- 
ment, which they are confident they can 
meet in 1978. 


ee eee, 
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Unearned Finance Charges 


This item represents the deferred in- SS NO rs acs) i ueamer 
inance Charges 
come that is transferred to Revenue as Einance Reccmanioaicce 
collections are received on accounts At Unearned Finance Charges pom 
containing Unearned Finance Charges. Vene Dollar-Cost Basis* Relating a etras 
Unearned Finance Charges are taken isa Weel Amount Thereto Receivables 
into Revenue by Beneficial as earned SIT $2,020.07 71.39% »1,003,aD2 $520,490 28.86% 
and collected under the Rule of 78ths. 1976 2,085,042 72.14 1,504,200 449,778 29.90 
This Rule stipulates that the portion of 1975 1,828,456 73-0] 1,334,899 388,500 29.10 
income in each payment is computed as 1974 1,781,500 75.83 1,350,903 380,437 28.16 
the ratio of the number of unpaid instal- 1973 1,700,696 TAS) ItS) 1,356,231 377,078 27.80 


ments plus one, tothe sum of the months «An obligation the face amount of which includes Unearned Finance Charges. 
that each contractual payment is 


outstanding. 


The decline in the 1977 percentage for 
Unearned Finance Charges results 
primarily from a change in the mix of 
dollar-cost receivables. Proportionately, 
small loans and sales finance contracts 
(which have a lower unearned per- 
centage) increased while large loans 
decreased. Additionally, dollar-cost 
receivables acquired in 1977 hada 
lower unearned percentage due to their 
shorter remaining contract term. 
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Reserve for Possible Credit Losses (amounts in thousands) 

Beneficial’s delinquency (as to loan Reserve for 

account balances with payments more Finance Possible Credit 

than two months past due), as a percent Gross _Receivables Losses at Receiv- 

of Loan Receivables, improved again in Amount Charged Off (a End of Year ables 

1977. The Reserve percentage remains * _ of % Of % of More 

one of the most conservative in the Se a Eales pelege etenee pe 

industry. Possible —_ ables Finance ables Months 

Credit Charged Receiv- atEnd of Delin- 

Data for the five years ended Year Losses (a Off Amount ables Amount Year(b quent (c 

Se naa (ON OW. 1977 $65,706 $55,780 $48,542 1.74% $126,309 5.00% 1.08% (d 
1976 60,419 54. /5 (aero oD Ome LO4 LOG covemcosl 1.19 
apeyasy vavel Weave: 57,230 512/764 2.42 95,054 5.20 1.29 
1974 Silvio 49,987 44896 2.12 02636 —no-2U 1.28 
1973 40,756 GMRetey~  ieleperele) thier 66" 30m onU eae 


) After offsetting recoveries. 

) After deducting Unearned Finance Charges. 

) These percentages apply to loans only and at year end. 
) 


a 
b 
C 
d) Excluding Loan Receivables of West German bank. 


Finance Division 


SSS 


Insurance Group 


Thousands of families all over America 
are protected by insurance coverages 
underwritten by the Beneficial 
Insurance Group, a complex of both 
life and casualty insurers. The Insur- 
ance Group underwrites a wide 

range of life, accident and health, 

and fire and property insurance; in 
addition, it reinsures a growing volume 
of marine, non-marine, and aviation 
risks. The primary source of business 
and profits continues to be Beneficial’s 
Consumer Finance Subsidiaries, but 
business from non-affiliated sources 

is the fastest-growing segment of the 
Group’s premium income. 


For the sixth consecutive year, the 
Beneficial Insurance Group achieved 
substantially increased earnings. Net 
income for 1977 was $30.2 million, a 
gain of 45.8% over the 1976 figure of 
$20.7 million. During the past six years, 
net income has increased at an average 
rate of 40.7%; and over the past decade, 
the average rate of increase has been 
36.7%. 


Assets as of December 31, 1977 were 
$368.0 million, an increase of 43.4% 
during the year. Every company in the 
Group reported an increase in earned 
premium, for a total of $114.3 million, 
compared to $90.3 million in the prior 
year. While the growth of the Insurance 
Group has been dramatic, the funda- 
mentals of the business have been 
carefully monitored and controlled. 
Premiums written in 1977 were $164.9 
million. This premium amount is 1.24 
times the net worth of the Insurance 
Group, aconservative ratio for a multiple 
line insurance group. 


The investments of the Insurance Group 
increased to $307.6 million at year end. 
The investment philosophy continues 

to favor high quality bonds. The distribu- 
tion of investments as of December 31 
was as follows: 


me 9 Boag 1976 
Government and 
Municipal Bonds 56.2% 54.5% 
Corporate Bonds 24.7 WAS 
Preferred Stocks 9.0 6.9 
Common Stocks ous) 4.4 
Short-Term Holdings 1.6 13:2 
Mortgages 1.4 2.4 
Policy Loans _ ee eee 
100.0% 100.0% 


Earned = ° |S 
Premium pea es eera 
A 


(in thousands) 
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In 1977, investment income before 
expenses amounted to $18.8 million, 
including capital gains of $1.2 million, 
as compared with 1976, in which the 
Group realized $11.1 million in invest- 
ment income after deducting capital 
losses of $1.1 million. 


During 1977, the Consolidated Marine 
and General Insurance Co., Ltd. of 
London, England was acquired. This 
company was not active in 1977, butin 
1978 it will become a working partner 
of Beneficial International Insurance 


Contribution to 1977 
Consolidated 
Net Income 


Company, Limited of Hamilton, Bermuda, 
inthe field of international insurance 
and reinsurance. 


American Centennial Insurance Com- 
pany, the Group’s property and casualty 
insurance carrier in the United States, 
was admitted to do business In an 
additional 4 states during the year, 
bringing its total to 32. Effective January 
1, 1978, American Independence Life 
Insurance Company, acquired in 1975, 
was merged into The Central National 
Life Insurance Company of Omaha, the 
principal company in the Group. The 
merger will result in some reduction in 
operating expense. 


Edward A. Dunbar, who had been Chair- 
man of the Board and Chief Executive 
Officer of the Insurance Group for seven 
years—and instrumental in its outstand- 
ing success—has relinquished that 
position, but he will continue to be active 
in directing the Group’s international 
operations. Mr. Dunbar, a Beneficial 
employee since 1943, has been associ- 
ated with the insurance operation since 
1952. R. Donald Quackenbush, who had 
been President of the Insurance Group, 
has succeeded Mr. Dunbar as Chairman 
and Chief Executive Officer. Mr. 
Quackenbush has been associated with 
the Insurance Group since 1970 and had 
extensive experience in the insurance 
industry prior to that time. 


1977 was an outstanding year for 
Beneficial’s insurance operations in 
every respect, and the outlook for 1978 
is excellent. The financial strength of the 
Insurance Group continues to produce 
opportunities for the development of 
profitable business in many lines, 
through direct sales, reinsurance agree- 
ments with unaffiliated insurers, and 
acquisitions. 


Merchandising Division 


Western Auto 
Supply Company 


Award-winning ‘Sand Blaster’ tires 
are typical of Western Auto’s own 
brand-name merchandise. Western 
Auto—a nationally-known name in the 
merchandising field—features auto- 
motive products, major appliances, 
sporting goods, furniture and house- 
ware items, in 472 company-owned 
stores and 3,918 independently op- 
erated associate stores. 


Western Auto’s net income declined 
sharply in 1977. Excluding Eva Gabor 
International, the total of $3.2 million 
was 76.2% less than the 1976 figure of 
$13.4 million. This decrease is princi- 
pally attributable to two factors: the 
decision to close 70 retail stores (58 
were closed in 1977, with 12 more 
scheduled for 1978), which had been 
identified as unprofitable; and a write- 
down of discontinued merchandise to 
facilitate its orderly liquidation. The 


Net Sales 
and Other 
Revenue 


Excluding 
sales ofa 
subsidiary 
anda 
former 
subsidiary 


(in thousands) 


407,578 
431,209 
437,228 
SSeS 
578,561 
565,064 
637,244 
682,044 


$387,521 
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store closings accounted for $7.0 million 
of the decline in Income Before Income 
Taxes, and the inventory devaluation 
was responsible for an additional loss 

of $2.6 million. Although these steps 
resulted in substantial charges to 1977 
earnings, they are expected to be of 
considerable benefit in future years, 
clearing the way for sales of more profit- 
able categories of merchandise at better 
locations. A further point of explanation 
for the earnings decline pertains to the 
reduction in the gross profit percentage, 
in order to become more competitive. 


Sales volume continued to increase. 
Excluding Eva Gabor, Net Sales and 
Other Revenue (including intradivision 
revenue of $0.8 million and $1.1 million 
respectively) was $682.8 million, com- 
pared with $638.3 million in 1976. 
Company-owned stores realized Net 
Sales and Other Revenue of $238.7 
million, an increase of 5.9% over 1976. 
Sales per square foot of selling space 
—for stores opened for a full year or 
longer—averaged $93.63, compared 

to $83.22 in 1976. During 1977, 10 
company-owned stores were opened in 
new locations. Taken together with the 
58 closings, this resulted in a net decline 
of 48 such stores. Western Auto is 
placing increasing emphasis upon auto 
merchandise and service, and its new 
company-owned stores are being 
designed to highlight these features... 
providing a better selection of auto- 
motive merchandise and improved 
service facilities. 


Net Sales and Other Revenue relating to 
associate stores was $443.3 million, 
again of 7.6% over 1976. The number 
of associate stores decreased from 
4,139 to 3,918. Average wholesale 
purchases from Western Auto by associ- 
ate store owners increased by 10.2%, 


Contribution to 1977 
Consolidated 
Net Income 


as aresult of the continuing campaign 

to upgrade existing stores. During 1977, 
the 149 associate store owners who 
participated in the company’s moderni- 
zation and expansion program increased 
their purchases from the company by 
35.4%. 


Western Auto receives almost all of its 
merchandise at ten modern, company- 
owned distribution centers, strategically 
located throughout the United States. 

In 1977, merchandise distribution cost 
was lowered to 2.60% of merchandise 
sales, compared with 2.83% in 1976. 


Western Acceptance Company, a wholly- 
owned subsidiary, purchased $264.6 
million in receivables generated by 
company-owned and associate stores 
during 1977; ona comparable basis, 
$256.7 million was purchased in 1976. 


Eva Gabor International, Ltd., a Western 
Auto subsidiary that was previously a 
part of the Midland operation, achieved 
sales of $9.3 million, compared with 
$12.8 million in 1976, and earnings of 
$0.2 million, compared with $0.5 million 
in 1976. 


Several top-level management changes 
were made during the year. Joseph C. 
Grissom, who had been President of 
Western Auto, became Chairman of the 
Board and Chief Executive Officer, 
replacing Leon A. Fults, who retired after 
42 years of distinguished service. Mr. 
Grissom has been with Western Auto 
since 1954. J. Roger McDonald joined 
the company in June and is now its 
President. Mr. McDonald had previously 
been associated with one of America’s 
leading retail merchandising companies 
for 26 years. W.J. Knickerbocker, a 
veteran of 24 years in merchandising, 
has joined the company and is now Vice- 
President in charge of retail operations. 


Merchandising Division 


Spiegel, Inc. 


Contribution to 1977 
Consolidated 
Net Income 


The first long dress for the first prom 
is among the 65,000 items shoppers 
can find in the more than fifty million 
beautifully designed, graphically 
exciting Spiegel catalogs the company 
mailed last year throughout the United 
States. Spiegel, America’s catalog 
department store, features national 
brands, with major emphasis on 
fashion apparel, home furnishings, 
and accessories. 


Spiegel’s Net Sales and Other Revenue 
showed again of 4.9% in 1977. Net 
income increased by 13.7% over the 
previous year, This increase in profit- 
ability was acommendable performance, 
in view of asignificant impact on earn- 
ings that resulted from the important 
decision to close the company’s 
remaining 131 catalog order stores by 
the end of the first quarter of 1978. In the 
absence of the special $2.5 million 


provision for this purpose, Spiegel’s net 
income would have been 36.7% higher 
than the previous year. This provision 
lessened income in 1977 in order to 
achieve long-term growth in profitability. 


Careful study and analysis led to the 
decision to close the catalog order 
stores. Recent improvements in com- 
munication and transportation have 
changed the concept of service which 
Spiegel believes is fundamental to its 
success. An expanding system of toll- 
free telephone orders and United Parcel 
Service deliveries and pickups Is sup- 
planting the function largely performed 
by the catalog stores. Today’s Spiegel 
customer prefers to shop at home. 


Net Sales and Other Revenue totaled 
$377.0 million in 1977, compared to 
$359.3 million in 1976. The improve- 
ment was due in part to a reversal of the 
decline in credit sales. In 1976, Spiegel’s 
policy had been to de-emphasize such 
sales while the company upgraded its 
credit standards. Once this was 
accomplished, Spiegel was again able 
to encourage credit transactions, and in 
1977 these sales increased by 4.5% to 
$194.7 million. Cash sales, including 


At yearend there were 1.3 million active 
customer accounts, with an average 
balance of $251, compared to 1.4 million 
and $243 in 1976. Customer accounts 
receivable at the end of 1977 were 
$337.9 million, a decrease of 1.9% dur- 
ing the year. Accounts receivable 
charged off in 1977 totaled $17.3 million, 
a decrease of 10.3% from the previous 
year. This continuing improvement is 
the result of the implementation of better 
selection procedures in the granting of 
credit and of more efficient collection 
methods. 


Catalog order store sales were $71.1 
million, representing 25% of total sales. 
This is a decline of 26.9% from the 1976 
total, reflecting previous store closings 
and the de-emphasis of these stores be- 
cause of the current transition to a 100% 
mail and telephone order business. 


1977 was Spiegel’s first full year of 
operation under its new management 
team. While short-range strategies 
improved the profit performance, much 
progress was also made in the imple- 
mentation of along-term program of 
rebuilding and revitalization. The highest 
priority was given to establishing a 


Net Sales SI3|2/S/S/s|Z/s/Z|s|s major credit cards, showed a gain of unique identity for Spiegel in the market- 
and Other 6|9|5|a|a}a/s|s|x|a]0| 9.8% to $89.7 million. place. Emphasis was also placed upon 
Revenue 2 alolololstl+laoloa o 


(in thousands) 
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Special promotions encouraged Cus- 
tomers with good payment records to 
take fuller advantage of the credit avail- 
able to them. These and other mailings, 
in addition to active solicitations of new 
accounts, resulted in the gratifying 
increase in credit sales. In 1977, Spiegel 
started accepting the American Express 
credit card. This card, in addition to the 
major bank cards already accepted, 
provides the Spiegel customer witha 
wide variety of credit and charge 
opportunities. 


reaching anew and more affluent 
customer. 


Higher quality, more fashionable mer- 
chandise, and astrong emphasis ona 
large selection of nationally-known 
brand-name products distinguishes 
Spiegel from other direct mail retailers, 
which market products under their own 
labels. The name brand merchandise 
adds to the company’s image as a 
quality catalog department store and 
appeals to the new upscale customer 
that Spiegel is now actively seeking. 


Merchandising Division 


The catalog, Spiegel’s mail order 
department store, has undergone vast 
changes. Today, Spiegel’s Catalog is 
more interesting than ever before. Its 
content and graphic design are more 
editorial—more magazine-like—than 
those of previous catalogs. Perhaps the 
most significant changes have been 
made in the areas of photography and 
color. Every photograph, particularly in 
the apparel sections, suggests move- 
ment and action. More than 90% of the 
new 524-page Spring and Summer 
Catalog is in full color. The four-color 
pages—combined with the striking 
changes in photography, layout, and 
copy—create a high degree of product 
appeal. The new Spiegel Catalog is 
designed to match the interests and the 
lifestyle of a younger, more affluent 
consumer. 


In 1977, Spiegel moved its corporate 
headquarters to a new building in sub- 
urban Oak Brook, Illinois. The move has 
served to improve efficiency in every 
phase of operations, and it will also 
result in savings in overhead. The relo- 
cation has improved Spiegel’s image as 
a dynamic and growing company, 
making it far easier to attract the kind of 
talent necessary for a vigorous and 
competitive operation. 


Spiegel is in the process of building a 
new company out of an old one. Many 
important changes took place in 1977, 
and further refinements will follow in 
1978. During the past two years, Spiegel 
has shown a dramatic turnaround. The 
company is now ready to begin to move 
back into a position of leadership among 
America’s direct mail retailers. 


Midland International 
Corporation 


Midland is an international marketing 
and importing subsidiary, engaged in 
the sale of CB (citizens band) radios, 
television sets, and other electronic 
equipment as well as automotive acces- 
sories, tools, and toys and sporting 
goods. 


Excluding Eva Gabor, Midland’s Net 
Sales and Other Revenue for 1977 was 
$121.5 million, compared to $215.6 
million in 1976 (including intradivision 
sales of $11.1 million and $18.7 million 
respectively). The decrease was due to 
the substantial decline in demand for 
CB radios from the unusually high levels 
that prevailed throughout most of 1976. 
Sales of CB, marine, and amateur radios 
during 1977 totaled $65.3 million, a 
61.4% decline from 1976. Excluding 
Eva Gabor, Midland’s net income 
declined sharply, from a profit of $16.3 
million in 1976 to aloss of $1.9 million 

in 1977. 


The CB radio market was further affected 
by the surplus of 23-channel radios 
which remained in the retail market fol- 
lowing the Federal government author- 
ization, effective January 1, 1977, of 
40-channel units. While Midland had no 
23-channel inventory by mid year, 

its gross profits were considerably cur- 
tailed by severe price cutting as other 
suppliers attempted to eliminate their 
23-channel surpluses. 


Itis expected that the CB market will 
remain depressed for some time to 
come, and this will continue to have an 


adverse effect on Midland’s sales and 
earnings. 


The boom in CB radio sales appears to 
be over, but while it lasted, Midland— 
the dominant company in the field—was 
a prime beneficiary of this marketing 
phenomenon. Midland’s overall experi- 
ence in CB radio has been a highly 
profitable one. During 1975 and 1976, 
CB, marine, and amateur radios 
accounted for $228.2 million in sales 
volume, enabling Midland to realize $22 
million in net income. Midland is 
Currently taking steps to assure a return 
to profitability in its CB lines and to 
increase profitability in its other present 
product areas, and—at the same time— 
the company is reviewing new product 
Opportunities. 
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Worthy and Wagner Elected to 
Board of Directors 

Effective November 30, 1977, K. Martin 
Worthy and Richard A. Wagner were 
elected to the Board of Directors of 
Beneficial Corporation, increasing the 
Board membership from 15 to 17. 


Mr. Worthy, an attorney, is a partner in 
Hamel, Park, McCabe & Saunders, a 
Washington, D.C. law firm. He had pre- 
viously served by Presidential appoint- 
ment as Chief Counsel of the Internal 
Revenue Service. Mr. Worthy is a mem- 
ber of the American Law Institute anda 
Fellow, American Bar Foundation, and 
he has served as Chairman of the 
American Bar Association’s Section 
on Taxation. 


Mr. Wagner has served as Executive 
Vice-President of Beneficial Manage- 
ment Corporation since 1974 and is in 
charge of all field operations of the 
Beneficial Finance System. He is a mem- 
ber of the Board of Directors and Execu- 
tive and Management Committees of 
Beneficial Management Corporation. 
He joined Beneficial in 1948 and has 
served in anumber of executive 
capacities with the Consumer Finance 
Subsidiaries. 


Mrs. Paton Elected Vice-President 
On May 30, 1977, Mrs. Glenn E. Paton 
was elected to the position of Vice - 
President of Beneficial Corporation. 
Mrs. Paton has been with the Company 
for 35 years, serving most recently as 
Assistant Secretary, a position she will 
continue to hold. She is also a member 
of the Board of Directors of Peoples 
Bank and Trust Company, a Beneficial 
subsidiary. 


Doran, Haag, Nickerson, and Hollister 
Receive Promotions 

Effective November 30, 1977, four em- 
ployees were promoted to assistant 
officerships with Beneficial Corporation. 
John R. Doran, who joined the Company 
in 1952 and became Assistant Treasurer 
in 1968, was named Assistant Vice- 
President and Assistant Treasurer. 
Robert F. Haag, with Beneficial since 
1940 and Assistant Controller since 
1969, was promoted to the position of 
Assistant Vice-President and Assistant 
Controller. Genevieve M. Nickerson, a 
Beneficial employee since 1942, has 
been promoted to Assistant Secretary. 
Worthy A. Hollister, Internal Auditor for 
Beneficial Corporation, has been 
promoted to Assistant Auditor. 


Brimmer Named to Replace Saulnier 
as Economic Consultant 

The Company accepted with regret the 
resignation of Raymond J. Saulnier as its 
economic consultant. Dr. Saulnier, who 
served as Chairman of President 
Eisenhower's Council of Economic 
Advisers, has provided the Company 
with valuable advice and counsel. He 
has been succeeded by Dr. Andrew F. 
Brimmer, President of Brimmer and 
Company, Inc. Dr. Brimmer, a member 
of the Board of Governors of the Federal 
Reserve System from 1966 to 1974, has 
also served as Deputy Assistant Secre- 
tary for economic policy review of the 
United States Chamber of Commerce 
and in many other key posts in the field 
of economics. 


Bank Credit Card Operation is 
Expanded 

In January of 1977, Peoples Bank and 
Trust Company, now a wholly-owned 
subsidiary, began operation of anumber 
of ambitious programs that utilize Visa 
and Master Charge credit cards. Peoples 
Bank now processes all Visa and Master 
Charge sales for the Western Auto retail 
stores and approximately 1,400 of that 
company’s associate stores. In addition, 
tests have been conducted involving the 
issuing of credit cards to customers of 
other Beneficial subsidiaries. By the end 
of 1977, Peoples Bank had over 16,000 
cardholder accounts, with almost $3 
million in receivables. 


Pictured on this page are the chief exec- 
utive and operating officers of Bene- 
ficial’s five major subsidiaries. These 
men are responsible for the short- and 
long-term success of operating units 
that are equivalent in size to major 
national and international corporations. 


George R. Evans Richard A. Wagner 
President and Chief Executive Officer Executive Vice-President Operating 
Beneficial Management Corporation Beneficial Management Corporation 


ma 


R. Donald Quackenbush Joseph C. Grissom J. Roger McDonald 
Chairman and Chief Executive Officer Chairman and Chief Executive Officer President 


Beneficial Insurance Group Western Auto Supply Company Western Auto Supply Company 


Henry A. Johnson John W. Lane Robert W. McFadden 
Chairman and Chief Executive Officer Chairman and Chief Executive Officer President 
Spiegel, Inc. Midland International Corporation Midland International Corporation 
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Beneficial Corporation and Consolidated Subsidiaries 


Balance Sheet 


(in thousands) December 31, 1977 1976 
Assets 
Gash (Note 2) 72 vist Se tape Wy ais oo ead oiey Rarer ae SUI e re ORE ee us fey 2teles $9 34:255 
Finance Receivables (Note:S) 3.4 eke 1cees eae Scie es eee eee mar 3,046,667 2,534 820 
Less Unearned Finance Charges ......... PE es OND Bah od hen opeOOe OE (520,490) (449,778) 
Balance of Principal of Finance Recelvablosiye. a... sn see eet eee eee PANS PAS\ ET 2,085,042 
Less: Reserve for Possible ‘Credit. Losses waa caat tee ee eee nee ert treme (126,309) (106,337) 
Insurance Policy and Claim Reserves Applicable to Finance Receivables ....... (112,886) (95,247) 
Net. Finance Receivables ein carer cccaly cen che eee ete ene crete ere te te ee 2,286,982 1,883,458 
security Investments. (Note<4) 2. see iae in, cee reese ketene oie erm eee eer 357,487 251,940 
Receivable from Merchandising Division (Note 5 and Page 34) .................00 0 ee 138,300 89,836 
Investments in Non-Consolidated Subsidiaries (at equity in net assets): 
Merchandising Division:(Page:34) ct rier. correcta etek rar ac eae tree ree enteral rere 343,878 341,083 
(©) (ple) earache Airy pac Vy yeah DTA ies conte Dae cron ot SS gon 5,664 4,535 
349,542 345,618 
Fixed Assets (at cost, less accumulated depreciation and amortization of 
$21,038 ‘and'$18:382): 254 sie ee cas hs ee a i eee ee 25,922 21,997 
OtherAssets (Note 6). <a d cole cos eed eee Re meee Ceca ee 127,696 100,789 
sf.) eer ee eer tied Alen hea ree $3,321,214 $2,727,893 
Liabilities and Shareholders’ Equity 
short-Term. Notes and Employee. Thrift Accounts (NOG 7) rarer cee suceeree einer rete nee $ 413,850 $ 301,417 
Accounts Payable and Accrued Liabilities (NOtG{S) iit yr tere tree rete eee I2norS 95,924 
Insurance Policy and Claim Reserves (applicable to risks 
other thanitinance receivables) 57 iiirtae cence wes cere eee ee 88,684 46,415 
Long-term. Debt: (Note 9) yor ee ere ear eee ee reer aie era nee Nene rae coe 18615734 1,492,891 
Total Liabilities 0.0. occa at ae oe er ee ee ne en ener 2,486,140 1,936,647 
Shareholders’ Equity (Notes 4, 9, and 11): 
Preferred: Stock -.c.. cfc. oie lore oe te 6 teste Meta cite Pecan een eR Trane a eee 117,294 129,704 
COMMON: StOCK) a0. Slice cco s Wi aie ear abe cand RR ce eee ere 21,924 21,533 
Capital. Surplus sy 54.625 Sage ak ee er ee ee eee 61,263 48,952 
Net Unrealizediloss on Equity SOCUIIMGS smms sree rirrenes et eter ee ee (2,919) (1,785) 
Retained. Earnings <<. cetie coe obo ccc ce iter re eee eee eee ene nnn 637,012 592,842 
Total Shareholders’ Equity... oc. 05 noe ee oe es ee 835,074 791,246 
Total even ee ee a ee ee eS eos Hid Sire $3,321,214 $2,727,893 


The Notes to Financial Statements should be considered in connection with this Balance Sheet. 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Income 


(in thousands) 


Years Ended December 31, 1977 1976 1975 1974 1973 
Income from Finance Division 
Revenue: 
OP SENG MIAN C Camere: Amer seems 5 sey Bleek $503,874 $433,163 $381 ,846 $388,218 $366,470 
(GOTIEINE ST ASA Otro 2 ee eee ee Pet PA0.5 136,488 103,395 78,414 64,321 49,847 
Otal Brn ee ee tas pee tee ae 640,362 536,558 460,260 452,539 AIG Sly: 
Expenses: 
EIS 2 xe aha 5s STG NaN 148,709 119,267 109,207 120570 106,220 
Less Interest Income from Non-Consolidated 
SWIESIOTEWIER: Ane et ae Sea a ey avs Sy (8,126) (7,509) (11,589) (15,483) (fsa 75) 
ANAS MATERA LS. Se cee ae a 140,583 dP Mie fasts) 97,668 105,087 88,745 
valaries and Employee Benefits:................... ie Oi2 99,663 89,776 DOs DO 87,094 
Provision for Possible Credit Losses (after 
GhSSuiMgrecOVenieS ya wes Tacks va cae es ek 65,706 60,419 54750 SIsi2o 40,756 
iInstirancesBenelitssProvided %.. fecic.. o.. sow eee 70,403 56,873 42,340 38,581 30,158 
RIT, ccs dp Re ah oe ie anh rr coc 16,584 15,025 14,601 14,141 12,980 
Advertising, Telephone, Postage, and Other ......... 91,626 (1GT39 60,025 60,421 54,869 
LOtalieerse oe es es ee ee ae 499,914 415,477 309,160 360,103 314,602 
OperatingunCOMG get se ts pow ne sue ee 140,448 121,081 101,095 92,436 10715 
Foreign Exchange Gain (Loss) (Notes 1f and 10)....... (3,299) (4,730) (6,042) (lazer 7) (1,236) 
Income before Provision for Income Taxes ........... 137,149 116,351 Sie Olsy8) 81,219 100,479 
Provision for Income Taxes: 
Be Sma OLelOManNOlesiOlw ain oak cond Ghiencis mae ota 52,300 42,405 37,426 30,817 42,186 
SHENG HUG LIeeell 2.3 case sonmaeee Boe eas Re a ene gee ear 7,033 9,331 7,057 6,590 5,857 
Ola Meet eee, eels. cts e cin eee eno asa aye eke) 515736 44,483 37,407 48,043 
Income from Finance Division ...................... 77,816 64,615 50,570 43,812 52,436 
Income from Merchandising Division (Page 35) ........ 7,841 Bowe 22,197 19,870 RES MI 
Income before Extraordinary Credit ................. 85,657 100,407 (330K 63,682 TOTS 
Extraordinary Credit (Note 15) ...................0.. — _ _ 12,109 _— 
NGEINCOMOM Ere tttr. ote a oa es ee tente ete eaters WD sten eles $100,407 NS AG SION $ 75,791 a CAS AES} 
Earnings Per Common Share—Primary (Note 16): 
Earnings Available for Common SLOCK sit ventas cunt crass $79, 444 ~—- $92,468 $63,858 $66,259 $65,767 
AVerage@UIStanding oNares - a ease ar at aes ees 21,808 20,436 19,145 19,103 18,705 
Net Income (1974 includes Extraordinary Credit of $. 64) $3.64 $4.52 $3.34 $3.47 $3.51 
Earnings Per Common Share—Fully-Diluted (Note 16): 
Earnings Available for Common Stock ............-- z $80, 668 $99,011 $71,982 $74,451 $74,437 
Average Outstanding Shares ......-..-++-++++++++: ae, 686 al 24,436 24,451 24,479 24,459 
Net Income (1974 includes Extraordinary eran of $. 49) $3.56, $4.05 $2.94 $3.04 $3.04 
Dividends Per Common Share .............+.2+++--- $1.60 $1.4375 $1.25 $1.25 $1.20 


The Notes to Financial Statements should be considered in connection with this statement. 


Beneficial Corporation and Consolidated Subsidiaries 


Management’s Discussion and Analysis of the Statement of Income 


The Statement of Income is included in 
a form to satisfy the requirement fora 
Summary of Operations; Management’s 
Discussion and Analysis, consequently, 
pertains to the Statement of Income. 


The average Balance of Principal of 
Finance Receivables increased 18.1% 
in 1977 and 10.2% in 1976. The 1977 
gain resulted from increases both in the 
volume of business and in the amount 
of receivables purchased from non- 
affiliated companies. The gain in 1976 
resulted from an increase in the number 
of qualified customers due to improved 
economic conditions as well as an 
increase in the amount of receivables 
purchased from non-affiliated 
companies. 


Consumer Finance Revenue increased 
16.3% in 1977 and 13.4% in 1976, 
primarily as a result of the higher levels 
of average receivables as well as better 
collection experience. See the Con- 
sumer Finance Subsidiaries section on 
Page 7 for more information. 


Insurance Revenue increased 32.0% in 
1977 and 31.9% in 1976, primarily 
reflecting higher levels of reinsurance of 
non-credit - related life and accident and 
health coverage as well as significant 
gains in credit life and accident and 
health premiums earned as a result of 
increases in loans made. Investment 
income increased $5.3 million in 1977 
and $3.1 million in 1976, due primarily 
to higher levels of investments. See the 
Insurance Group section on Page 11 for 
more information. 


Interest Expense increased 25.8% in 
1977 due primarily to increased borrow- 
ings required by a higher level of 
receivables. Interest Expense increased 
14.4% in 1976 due to increased borrow- 
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ings and higher interest rates. The 
average rate of annual interest expense, 
giving effect to compensating balances 
at banks, for 1977 was 7.39% compared 
with 7.26% for 1976. See the Financial 
section on Page 4 for more information. 


Salaries and Employee Benefits 
increased 15.4% in 1977 and 11.0% in 
1976. The increases resulted from addi- 
tional employees required for the larger 
number of consumer finance offices 
operated, expansion of insurance opera- 
tions, and improved employee benefits. 


Provision for Possible Credit Losses 
(after offsetting recoveries) increased 
8.8% in 1977 and 10.3% in 1976. The 
percentage increase in 1977 was less 
than the percentage increase inthe 
average Balance of Principal of Finance 
Receivables primarily because of a re- 
duction in 1977 in the Reserve for Possible 
Credit Losses as a percentage of the 
Balance of Principal of Finance Receiv- 
ables and the decline in the percentage 
of charge-offs (after offsetting recov- 
eries) to average monthly balances. 

The increase in 1976 resulted from the 
substantially higher level of finance 
receivables. Charge- offs (after offsetting 
recoveries) On receivables considered 
uncollectible or to require dispropor- 
tionate collection costs declined from 
2.04% of average monthly balances in 
1976 to 1.74% in 1977. See the Reserve 
for Possible Credit Losses section on 
Page 9 for more information. 


Insurance Benefits Provided increased 
23.8% in 1977 and 34.3% in 1976. The 
increases are due primarily to claims 
paid on the higher levels of reinsured 
non-credit life and accident and health 
business. 


Increases in Rent are 10.4% for 1977 
and 2.9% for 1976, due primarily to the 
larger number of consumer finance 
offices operated. 


Advertising, Telephone, Postage, and 
Other increased 27.7% in 1977 and 
19.5% in 1976. The increases are 
primarily the result of an increase in 
commissions paid for non-affiliated 
reinsurance business as well as addi- 
tional advertising costs covering new 
marketing areas. 


The Foreign Exchange Loss of $3.3 
million in 1977 results primarily from the 
decline in the value of the Canadian 
dollar in which there is a net asset 
position, while the Foreign Exchange 
Loss of $4.7 million in 1976 relates 
primarily to the decline in the value of 
the Australian dollar and the British 
pound. Additional information is given in 
Notes 1f and 10 on Pages 25 and 29. 


Changes in Provision for U.S. and 
Foreign Income Taxes are explained in 
the effective rate reconciliation in Note 
13 on Page 30. 


Income from Finance Division increased 
20.4% in 1977 due primarily to in- 
creased investment income of the 
Insurance Group as well as increased 
Consumer Finance Revenue over in- 
creases in related expenses. Income 
from Finance Division increased 27.8% 
in 1976 due principally to increased 
revenue resulting from the expansion of 
Finance Receivables, increased invest- 
ment income of the Insurance Group, a 
decrease in Foreign Exchange Loss, 
and a decline in the effective rate for U.S, 
and Foreign Income Taxes from 42.6% 
to 39.7%. 


Income from Merchandising Division 
is discussed and analyzed on Page 36. 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Retained Earnings 


(in thousands) Years Ended December 31, 1977 1976 1975 4974 1973 
Somes: Beginningiouy Carer. un. ee ee $592,842 $529,842 $489,827 $447,351 $403,944 
me = Suchecitoiyp bile ais Gacy ane ues OU ne ee 85,657 100,407 (hshelows 75,791 ESHIOES 
ota 
og UMLEN Ss o alolso oa Gig tae cay naan orca ae 678,499 630,249 5 
Dividends on Capital Stock: io Meanie EDI EE 
ig Ee ee ee ao si hr Ee us ee 6,403 7,445 9596 9,626 10,029 
OMAN AY Shoe So eS 34,584 29,962 23,100 23,689 22,337 
otaliDividendsweer a75.8... 0. ss Lae 40,987 37,407 33,302 Soo 321000 
Balance, End of Year............... pone Me &59 DOSfole | 2092642 $529,842 $489,827 $447,351 
Statement of Capital Surplus 
(in thousands) : Years Ended December 31, DUNE _ 1976 1975 1974 1973 
Balance, Beginning of Year .............----++-+55: $48,952 $40,141 $39,658 $39,180 $36,524 
Excess of stated value of $5.50 Dividend Cumulative 
Convertible Preferred Stock over par value of Company 
Common Stock issued upon conversion ...........- 447 8,587 118 231 1,761 
Excess of stated value of $4.30 Dividend Cumulative 
Preferred Stock over par value of Company Common 
Stock issued upon conversion ......--..+.+s+eseees Uh owas) 5 3 = = 
Excess of face amount of Spiegel Subordinated 
Debentures over par and stated values of Company 
capital stock issued in exchange ......---++-++++5 _ = 164 29 825 
Miscellaneous ....... ee en ee — 285. 219 198 225 70 
Balance, End of Year .........------ Pesan $61,263 $48,952 $40,141 $39,658 $39,180 


The Notes to Financial Statements should be considered in connection with the above statements. 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Changes in Financial Position 


(in thousands) __ Years Ended December 31, oe 1976 1975 1974 1973 
Source of Funds 
Operations: 
Income before extraordinary credit; . .2o502 4.22 one $2 80,657 5 5.100;/40/ 085 /o3Oe ep mmOs COAmE DEEL OL 
Non-cash charges (credits) to income: 
Provision for possible credit losses 
(before offsetting recoveries) = 2 )erga een 72,944 66,820 60,221 56,214 44,288 
Increase (decrease) in unpaid expenses 9,639 (1,679) 3502 185 2,695 
Increase In inslirance reserves J. 4...5.2 52 oe 59,908 2O05 29,090 21,060 14,010 
Depreciation, amortization, and other............. 6,763 6,256 6,400 5,858 AToe2 
Unrealized foreign exchange loss (gain) (3,805) le 6S 3,669 9,744 344 
Deferred income taxeSia 14. or. ee eee eee Seley (1,395) (3,902) Veo 23 (1,439) 
Undistributed net income of non-consolidated 
subsidiaries. .eh ee te eee (3,978) CU racy) (14,892) (19,166) (22,646) 
Total funds provided by operations 202,905 187,018 hom45o 155.502 eho 
Extraordinary credite(NOte= 15) Rescuer sesame: — _ — OS — 
Collections of principal on finance receivables 1,164,643 5 10140213 900,353 O276050 964,442 
Short-term notes and employee thrift accounts— 
nét increase: (decrease) 2s. uk ee ea ee 112,433 (7,663) 19,183 24,298 9,933 
Increase (decrease) in accounts payable .............. 16,312 (14,640) 40,915 (6,032) 8,396 
Long-term: debt ISSUCd tae hee eee eer re ee 494 846 290,545 39.372 103,945 75,000 
OQUICR a2:c tee: Ri ee Bene See eee (34,061) 2,407 12,487 (2,126) (1.55009) 
toh $2,007,158 231,471,880 ($1,169,765 51,215 85 lees dou02e 
Application of Funds 
New funds tent to. customers... ae eee eee $1,488,341 $1,253,408 $ 975,777 $1,065,317 $1,108,918 
Principal balance of finance receivables purchased PROPS, 90,471 AT edie 4,158 2,649 
Increase (decrease) in security investments 
(AL-CArViniG AIMOUNL) Gack cc. ai.eet ne care. samen ree 105,547 (24,757) 127,492 48,403 115053 
Long=term-debt paid. tree kin cots. ce ce os eee ee 120,848 SOROS 5 41,877 103,449 29,298 
Advances to Merchandising Division— 
nerincrease (decrease) i een. e ee eee 48 464 (39,684) (56,245) (393291) (24,261) 
Dividends onicapltalvStOC Kan arr cr soot nent ee 40,987 Blau BOs Borie 32,366 
$2,007,158 $1,471,880" ($1, 169°/65" $1,215.00 1 bl) 10U-Uee 


The Notes to Financial Statements should be considered in connection with this statement. 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements 


1. Summary of Significant 
Accounting Principles and Practices 


a) Examination of Financial Statements. The financial statements presented 
herein are prepared from the books and records of the companies. Audits are 


made as of June 30 and December 31 by independent Certified Public Accountants. 


b) Basis of Consolidation. The financial statements include, after inter-company 
eliminations, all significant subsidiaries except Midland International Corporation 
and Subsidiaries, Spiegel, Inc. and Subsidiaries, and Western Auto Supply 
Company and Subsidiaries, which comprise the Merchandising Division. (Prior 
to January 1, 1977 Midland International Corporation was a wholly-owned 
subsidiary of Western Auto Supply Company.) However, the equity of the 
Company inthe net assets and net income of all subsidiaries is included. 
Reference is made to the financial statements of the Merchandising Division 
which appear elsewhere in this report. Certain prior year amounts have been 
restated to conform with 1977 classifications. 


c) Finance Operations. The financial statements, with the exception of 
‘“‘Revenue—Consumer Finance”’ and certain operating expenses, are prepared 
on the accrual basis. The unrecorded asset of finance charges receivable 
exceeds the unrecorded liability for expenses payable. Such excess and the 
interperiod change therein are not considered material in relation to the Balance 
Sheet and Statement of Income respectively. 


Unearned finance charges generally are taken into income as earned and 
collected under the Rule of 78ths method. Income from interest-bearing direct 
cash loans is taken into income as collected. 


Receivables considered uncollectible or to require disproportionate collection 
costs are charged monthly to the Reserve for Possible Credit Losses, but collec- 
tion efforts generally are continued. 


d) Insurance Operations. Insurance subsidiaries are engaged primarily in credit 
life, credit accident and health, and casualty insurance. 


The financial statements of all insurance subsidiaries are prepared in conformity 
with Generally Accepted Accounting Principles. 


Premiums on credit life and credit accident and health insurance are generally 
taken into income as earned under the Rule of 78ths. Premiums on casualty 
insurance are taken into income on the straight-line method. 


e) Valuation of Security Investments. Debt securities are carried at amortized 
cost. Equity securities (substantially all marketable) are carried at market value. 
The carrying amount of marketable equity securities is adjusted from cost to 
market value through a valuation allowance, the change in which is not reflected 
in Net Income but directly in Shareholders’ Equity. (See Note 4.) 


f) Translation of Foreign Currencies. Assets, including immaterial amounts of 
fixed assets and related accumulated depreciation and amortization, and 
liabilities in foreign currencies (principally Canadian) are translated to U.S. dollar 
equivalents at the market rates at each Balance Sheet date. Translation of foreign 
operating results is at the average market rates for each period covered by the 
Statement of Income. The net gain or loss is credited or charged to income. 


2. Cash 


Cash at December 31 consists of the following: 


(inthousands) 1977 1976 
On-Handrand Unrestricted: Depositsaua ir ae eet DameDol moun 43 
Compensating e alances sca mn nee nee Vien tee er 34,694 34,107 
mo Ola Cashes ae boy seve eee $35,285 $34,255 


bank line of credit or 20% of actual borrowings. The use of lines of credit is 
periodically rotated among banks. (See Note 7.) 


3. Finance Receivables 


4. Security Investments 


The amount of and maximum term in months (from origination) of Finance 
Receivables at December 31 are as follows: 


Maximum 
Amount Term 
1977 1976 RSE EAS 
(in millions) (months) 
Direct Cash Loans: 
Dollarccost scvaeeeae ee eer er eee $2,097 $1,798 120 84 
wplnterest-bearing a ema Min heb eate ss 723 581 180 =6120 
All LOanS -xeaegei re ery eee a 232 meer LG 
Lease Receivablesae san erent if — 60 = 
oales Finance COniaCis man aaraie ern or 220 156 60 60 
otalninance Receivables men aeer $3,047 $2,535 


Scheduled contractual payments of Finance Receivables to be received after 
December 31, 1977 are as follows: 


1978 Vee 1980 1981 Beyond 


Direct Cash Loans: 


Dollar=COStas at ee eee eee oe 43% 32% 17% 6% 2% 
Interesi-bearing:s. -eeaeane es oe Zo 18 ee 12 
All Oa Seana ate eee 40 30 18 " 5 
Lease Receivables ........... 23 23 21 20 13 
Sales Finance Contracts ....... 68 AS) 6 1 — 
Total Finance Receivables . 42 30 16 if 5 


The above tabulation of scheduled contractual payments is not a forecast of 
collections. Collections of principal on Finance Receivables amounted to 
$1,184.6 million for 1977 and $1,014.2 million for 1976. 


The percentage of monthly cash principal collections to average monthly bal- 
ances was 4.34% for 1977 and 4.35% for 1976. 


Except for temporary and miscellaneous investments of the Beneficial Finance 
System, $50.1 million in 1977 and $39.1 million in 1976 (at amortized cost), these 
are held by the insurance subsidiaries as long-term investments. Equity 
securities had a cost of $47.8 million at December 31, 1977 and $26.3 million at 
December 31, 1976. 


Security Investments at December 31 consist of the following: 


; — 1G 1976 
Carrying Market Carrying Market 
(in millions) | : ; Amount Value Amount Value 
Debt Securities: 
Certificates:ofDeposit mena remern ae D4. 0 ban 4.6 see De OO Amp eco 
CommercialkPane iaaeeeery eae ee ete 10.9 10.9 20.5 20.5 
U.S. Government Obligations ...... 5.0 4.9 Sih) 3.8 
Foreign Government and 
Agency,Obligationsse  memearane 44.8 44.9 ae One 
MUNTCIO al 33 0110S ican rceyareentar aren 161.9 170.6 114.5 118.4 
Convertible; BOS aarremnenea ana eae ENS 2S 13.3 13.4 
Non-Convertible Bonds ........... Baan S226 24.4 25.0 
ONC hea): tae. a een teers ae 9.0 9.0 TAO) 7.0 


$312.6 $319.4 $227.4 $232.0 


5. Receivable from 
Merchandising Division 


6. Other Assets 


7. Short-Term Notes and 
Employee Thrift Accounts 


SNe 1976 


Carrying Market Carrying Market 

(in millions) _ Amount Value Amount Value 
Equity Securities: 

PLererredi Socks anus tens ae a APO” Aye) ORS SCE a ESP) 

Convertible Preferred Stocks ...... OEZ, OM ile g25 

Pee eh 72 WE 9.7 9.7 

44.9 449 2A 24.5 


ae $357.5 $3643 $251.9 $256.5 


Net Unrealized Loss on Equity Securities, shown in the Balance Sheet at 
December 31 as part of Shareholders’ Equity, is as follows: 


_ Total Security Investments 


(inmillions) = a) = 1977 1976 
Gross Untealized LOSSes ee. rn hier eee $3.8 $2.6 
Less Gross Unrealized Gainsaem as an ee eee eee (0.9) (0.8) 
Net/Unrealized= oss rere oe geno ee eee ee $2.9 $1.8 


Realized gains and losses, determined on the identified cost basis, are not 
material. 


Of this amount at December 31, 1977 and 1976 $50.0 million and $29.0 million 
are receivable from Fairfax Family Fund, Inc., a consumer loan subsidiary of 
Spiegel, Inc. 


At December 31 these consist of the following: 


(in thousands) RSVR 1976 
Accrued Interest on Investments ................... $ 8349 $ 4,508 
Excess Cost of Common Stock of Certain Subsidiaries . 30,564 27,556 
Deferred Income Tax Benefits ................0... 9,020 12,848 
Insurance Premiums Receivable wwe se tener ae C2TtG 18,546 
Unamontized Vong-lemnm Debt Expense = 4-45 eraearea: 14,078 10,534 
Unamortized Insurance Acquisition Cost ............ 22,406 12,658 
OIC igen. oe eee ee ee en ins ee BC 20,501 14,139 

(otal OthemASscis hy. eres eae Se ee eee $127,696 $100,789 


The Excess Cost of Common Stock is not being amortized except for insignificant 
amounts originating in 1977 being amortized over periods ending prior to 1988. 


At December 31 these consist of the following: 


(in thousands) . 1977 1976 
Banks: 
PinerOf Credit: koa rs mere caer ee ree ee ae $143,492 $ 93,897 
Demand: Master NOL me tec r cca he rnc ee 9,084 6,040 
ilsvaqey as! 99,937 
Gommercial Pap Cisne cate eee err cae 222,695 167,456 
LotaleShortalLeringNOteS marae: et eae ener eee cena, S120 267,393 
Employee a AniiACcCoUntca. seme ei Weert G 38,579 34,024 
KOLSL casits eracke ee es panier ean fea $413,850 $301,417 
Data for Short-Term Notes for the years ended December 31 are: 
(in thousands) 1977 1976 
Maximum amount-at any moOntarenc ye, e eer ae PO13 OL Oe abe OL soo 
Dailyaverage: amount ss syns seer. meteor tain $361,644 $167,864 


Average interest rate (actual interest expense 
divided by daily average amount): 


WSN oleh Enmefel dees ino Laks > dum bp Ob Heo oeee eos 6.06% 5.82% 
Foreign currency DOlMOWINGS mn... cru cc os 10.38 11.69 
CVO Ta [Dies ccscs mare ates say oe ee ene urate ot hee en eee 7.01 7.85 


8. Accounts Payable and 


9. Long-Term Debt and 


Accrued Liabilities 


Surplus Restrictions 


The average interest rates on Short-Term Notes outstanding at December 31, with- 
out giving effect to compensating balances at banks, and maturities are as follows: 


1977, 1976 
Average Interest Rates: 
Banks: 
UES sdoliars-(ate Orit) secre saneneee ees ne enn ene 7.86% 6.27% 
EFOreiQne Currencies em penetra er ene ere ee ree TOF 12.49 
Overall Serer ee eaten tae tee ee ee 03 8.38 
Demand Master Note (varies with prevailing 
moneyamatketirates |) wee rere te een 6.95 4.81 
Commercial Paper (varies with prevailing 
money market rates): 
UES? Gollarss\seac seta cue ene ee eee ner 9 ee peer 6.66 4.80 
FOPEIGN CUITEN CICS Se treme ee ere tee ernie ene 9.86 10.60 
Overall ie sooo ee oa ee ee cer ee Oe 7.43 6.45 
Maturities (in days): 
Banks = site oo ee oe ere eee ee ee 1-365 1-92 
Commercial Rape ae pee ee er 20-210 20-197 
At December 31 bank lines of credit are as follows: 
(in thousands) 1977 1976 
LOGNSY cera og oy rere nen mere ween fa Aten er eee $143,492 $ 93,897 
URUSECEPOIMION sere a ateerne ener tceecere ete Sena merece 323,706 336,921 
WolalLineGsSi is 2a en pane eke ee eee ee $467,198 $430,818 
At December 31 these consist of the following: 
(in thousands) 1977 _1976 
Incomeslaxes:Payablome sas ee ee $ 12,619 $26,638 
ACChUCC UINLGT eS La waar cnce ee seer eee tr ea 33,309 23,484 
Dealer, REServesaerae se aera eee rr re ee 14,249 Wie 23 
Insurance Premiums Payables ar. st 20,826 4,681 
DepositssPayablee.eae aera eerie ee 15,501 a), 28) 
Minority Interest in Subsidiaries ............. 4,588 4,557 
©) iglsl eee pore eee eee ee ae Pye 20,783 19,760 
Total Accounts Payable and 
ACChued Liabiiiticsummen carte oe S12 10Lo $95,924 
Long-term debt outstanding December 31 is as follows: 
(in thousands) 1977 1976 
By Currency: 
United StalteSweaewitern. eee re cry ae $1,680,102(a  $1,345,078(a 
AUSUCBTI€I cre 2 2N Ge eee ee eee ten ee aren 37,396 29,262 
Britis hiseut te -catotoe esate eee ene hn ene 3,840 — 
Canadienne remg concern MeeW sha otc. ee, Sea 132,036 93,981 
SWISS nts ¢ ieee Wee meer ne ck ee SHON KS) 24,570 
West Germania een eae ene oe 3,337 _ 
jotal Longs erin WG ipemneenns Sifoo lero $1,492,891 
By Maturity: 
VOT Pct a tis, 3 tin ane nected ean ote Rem ee $ = $ 120,475 
VOI 2p t Re eee re nt ae ia eins Gi eee eee 35,897 35775 
Eo gc Be geal OP ee it pith, od GR Nh MMe sat 195,825 192,625 
1 O80 eke oer ce Ce ea a en te eae 129,683(b 127,480(b 
19ST. Gee Seas one ee ar hy irene 79,397 80,488 
1 OS 2BE Sees rey crete ha ete oe. Pee: 5,620 _ 
198.3 6 7 eee eee eit ay ae erat BE ge 344,572 300,000 
1988-92 eee hPn de Meek ee een yor eee 278,231(C 211,047(c 
1993-9 (rae ree att er eee ere ee oe ee es 267,500(d 200,000(d 
1998-20020 irene tench eee nn eer: 225,000 225,000 
20032200 Tiers ee ete eine eee eee 300,000 = 
Total Cong=lerm:Debign see $1,861,731 $1,492,891 


Includes subordinated debt as follows: 1977 1976 . 


aN ane e TS A Tan ie - fe SE $100,000 $50,000 

DICE, Sccauc es Girr OOeaecs oe A  on oe 50,000 50,000 

CG AAD ize casas se ey Mee eo ene em 25,000 io 

CL) SSeS see se St ects nee a 25,000 = 
Weighted Average Annual Interest Rate on Debt 

Outstanding at End of Period ............. 7.40% 6.96% 


Certain of the indentures and agreements relating to the Company’s long-term 
debt contain covenants restricting payment of dividends (other than stock 
dividends) and the purchase and retirement of the Company’s capital stock. At 
December 31, 1977 and 1976 the amounts of all unrestricted Surplus (Capital 
Surplus and Retained Earnings), under the most restrictive of these covenants, 
are approximately $298 million and $331 million. 


10. Foreign Operations After translation to U.S. dollar equivalents, assets, liabilities, and net assets 
denominated in foreign currencies at December 31 and operating income, 
foreign exchange loss, and net income from operations in foreign countries for 


(in millions) _ 1977 1976 
ASSCIS 7th ee ee oe $410.8 $364.4 
Liabilities center ch era re 32501 244.0 
INGLASSE(S 9 eee a ee OR ae 9. 85.7 $120.4 
Operating: |nCorm cies we een nee $22.4 Slwsb 
Poreign Exchange Gain less) armen ae (ie) (3.8) 
Net Income from Operations in 

FOrOign COMNUIES aman aon eae eee $10.8 S1en0 


* After income taxes. 
Foreign exchange gain (loss) on a consolidated basis is as follows: 


(in millions) | = 1977 1976 
DOMeSIIC ODEratiOnS sacs =e teen enres ee ate ee $10.0 eo 
FOrEIGN) OPCrallOnS tin pr meeesietn emai: (13:3) (4.8) 
Total (agrees with Statement of Income) ...... (3.3) (4.7) 
Less related income [axes eene reer ace 2.3 3.6 
Foreign exchange gain (loss) 
alter related InCOMme axes perce Bern re —_$(1.0) _ eae 
11. Capital Stock At December 31 the number of shares of capital stock is as follows: 
—— Issued and Outstanding 
1977 1976 
Preferred Stock—no par value (issuable in ser- 
ies) Authorized, 500, 000 Rae. tame: None None 
5% Cumulative Preferred Stock—$50 par value. 
AUIROLIZed = 585" 7.30 een tonne ene 407,718(a 407,718(a 


$5.50 Dividend Cumulative Convertible Preferred 
Stock—no par value—$20 stated value (each 
share convertible into 4.5 shares of Common; 
maximum liquidation value, $14,259,400 and 


$17,148,300)" Authorizedi 11 G4:077 (2. 142,594 171,483 
$4.50 Dividend Cumulative Preferred Stock— 
$100 par value. Authorized, 103,976 ....... 103,976 103,976 


$4.30 Dividend Cumulative Preferred Stock—no 
par value—$100 stated value (each share con- 
vertible prior to November 1, 1977 into 2.1 


shares of Common). Authorized, 1,069,204 .. 836,585 954,903 
Common Stock—$1 par value. Authorized, 

60,000,000 Seer ere re ee ence tee meee 202007 o\ Deel oc.001(0 
After deducting treasury shares: 

GB). cients Pa gees eee ane obec ee oop eeeanen 178,012 178,012 

B) keke Satate ht woes aah a ot ree pean RO 4,817,456 4,829,836 


Of the authorized shares shown above as of December 31, 1977, 641,673 shares 
of Common are issuable upon conversion of $5.50 Preferred. 


12. Employee Retirement Plans 


13. U.S. and Foreign Taxes on Income 


Substantially all employees of the Company and consolidated subsidiaries are 
covered by one or more of several retirement plans. The plans are fully funded 
except for relatively minor amounts, which for the most part are being funded 
over periods of approximately ten years. Total expense of the plans was $3.6 mil- 
lion for 1977 and $2.8 million for 1976. 


The Company files a consolidated U.S. federal income tax return with all eligible 
subsidiaries, including the eligible merchandising subsidiaries. The Provision for 
U.S. and Foreign Income Taxes for the Finance Division is comprised of: 


(in thousands) 1977 1976 
United States: 
CUTTONT Re cet Pe ene er a ire $41,274 $36,444 
Deferred hese ee ers eee ee. he 3,962 (1,776) 
TotaltUlS teeter ee ae Pere ies eee 457200 34,668 
Foreign: 
GUILE ME Pe ee aero ogee re nc) tx 5,169 fA Stele) 
Delered Rok. ck. i ere renee 1,895 381 
Lotal FOICIGn tea ett eee mene eee 7,064 eeu 
TOteligatck oC 1 ee ee te ee nee $52,300 $42,405 


Charges (credits) to Provision for U.S. and Foreign Income Taxes—Deferred are 
related to: 


(in thousands) 1977 1976 
Earned but uncollected Canadian 
fiNeHCELChAlG 6 Sater ee aciee eee ena eenT sent ay: $ (309) $ (382) 
Salaries and Employee Benefits ............. (23) (991) 
PrOvisiOntOn POSssille Gredisuossesw aan aaa 425 (561) 
Insuranee-Benenis Providedims aera (878) 176 
Insurance ACGUISIIONS © OSiaeana maim cre rae 2,630 1,638 
Unrealized Foreign Exchange Gain (Loss) ..... Zong (223) 
Provision for State and Local Income Taxes ... 307 545 
(G)i eles eid re econ. ee Oe eee 1,186 (1,647) 
TOU rte oat eee eee eee ee ey Cee $0,001 Sino) 


A reconciliation between the expected and the effective U.S. and foreign tax rates 
on income from the Finance Division before income taxes is as follows: 


(inmillions) - 1977 1976 
Income before Provision for Income Taxes ............. $137.1 $116.3 
Less: Net Income of Non-Consolidated Finance Division 
SUDSICIAN CS ive cucterrsen One n teat een ae perry Se, (0.3) (0.2) 
mlaleranc BOCal INCOmes| axes setae wert eee (7-0) (9.3) 
eet ee Ce a (7.3) (9.5) 
Income of Consolidated Companies before Provision for 
L Usosend Foreign incomesiaxcS paneer eae enemy Lc OO mE OTS 
Expected Provision for U.S. and Foreign Income Taxes (at 
480) iseciee aR tere ae BR Mu cleo alae ok onto eee De OC Ope EOIN 
Expected sl axcRate scanneae ce eerie Oa ee gee 48.0% 48.0% 


Increases (Decreases) in Tax Rate Resulting from: 
Income of insurance subsidiaries taxed at lower effective 


lear hey, SENET Se ry, Semen i mit Gt (8.3) (6.7) 
Differential between U.S. and foreign tax rates ........ (0.8) (eS) 
Unrealized and untaxed foreign exchange gains and 

lOSSCS are ee tbet Ser emer teh Peder dv armin tte a aos A ee (0.3) (0.1) 
Receipt of dividends from subsidiaries .............. as 0.2 

wY OUC IIs te eae neers: NOt Uhre Cen In Ue Oe 8 0.2 (0.2) 
Efféctivediax Ratoc <1. seer ee Re eee ae 40.396 55139: 7% 


Provision for U.S. and Foreign Income Taxes ie a oelads $52.3 $42.4 


14. Leases 


15. 1974 Extraordinary Credit 


16. Earnings Per Common Share 


17. Insurance Group 


U.S. income taxes generally have not been provided on retained earnings of 
foreign subsidiaries, as such retained earnings are expected to be permanently 
invested in foreign countries. If such earnings were remitted, available foreign 
income tax credits would substantially offset applicable U.S. income taxes. 

At the end of 1977 the Company’s unused foreign tax credits amounted to 

$8.6 million, which expire as follows (in millions); 1980, $4.9; 1981, $0.1; and 
1982, $3.6. 


Real estate leases total 1,910 and generally have an original term of five years 
with renewal option fora like term. Data processing equipment lease terms range 
from one to seven years and generally are renewable. The minimum rental 
commitments under non-cancelable leases at December 31, 1977 are as follows: 


(in millions) 

LED dobre rece ern eh Ace eee BO erie Soi wn eee e5yo > Or $10.3 
VOTO sce ahs teen ay ae ae eters MED Ny ce Naa ie SI ok See 8.3 
1980.2 5 2: 5 cep apestette Cane oe acts Cen te tee eee ee 6.2 
1981 cso, See Gael. neat one ecto ale Pop eR ee enna fel eee ee nee Onl 
AOS 20, ods setts geet canes tae Mas ae tape at ene a a Rr os De WA ane fac 2.0 
TOSS ANU 9S fares era eee ete ere Go een a weet 1.9 
Dhereatteri ieee ne ee EVIE aie ids ee oes 0.3 

Otel @eree es peer: OR ee St Renae ney ee 


In October 1974 anon-consolidated 79.9% owned subsidiary, whose operations 
in prior years were not significant, sold for cash 64,000 acres of undeveloped 
land in Florida. Beneficial Corporation’s portion of the gain, after taxes of $5.2 
million at capital gain rates, was $12.1 million. 


Primary Earnings per Common Share is computed on basis of average shares 
outstanding and equivalents thereof, after deducting dividend requirements on 
Preferred Stocks. None of the Preferred Stocks are common stock equivalents. 


Fully-diluted Earnings per Common Share is computed on same basis as above 
except that average shares outstanding include those that would result from 
conversion of $5.50 Preferred Stock and, prior to the expiration of the conversion 
period on October 31, 1977, $4.30 Preferred Stock, and preferred dividend 
requirements on only non-convertible issues are deducted. 


Selected data for the years ended December 31 are as follows: 


(in millions) SAKES 1976 
EArNedePrenniliticmeettae amen cence ay ene a oe pee RS Gey SS re )6 he) 
Investment (NCOMes (Gl) aeeemsmeen es: cece eee en anne 1720 eS) 
BeneilistProvid GC gee eaere. enc crane. 5 Meat er ieee ee 70.4 56.9 
Other OperatinguExXpensSeSmrnva. rc sek ther erneene 29.6 20.8 
Income: beforesIncOMme Taxes snc see ee ee 36.8 Zien 
NS (vik tnlete) patentee tes Crear, Goat cere AA AN a eae ae a Sic 30.2 20.7 
SilatehOldemS EG UUY eereen ote mmtre me Cuenta cence age npeK ie) 104.5 
ite INSUTAR CELI ORCS a eemnerear ae meine ear eee eae eee 3,940.7 3,603.6 


18. Information About Operations in Information about the operations in different geographic areas of the Finance 


Different Geographic Areas Division for the year ended December 31, 1977 and assets of the Company and 
consolidated subsidiaries at December 31, 1977 is as follows: 
United Other Elimi- Consoli- 
(in thousands) States Canada Foreign nations dated 
Revenue from Unaffiliated Customers .... $$ 531,523 $ 52, 769 nip dele) tsi) $ 640,075 
Transfers Between Geographic Areas .... 8.371 DOO) 

WOtal erystasAut cas nea ee te $ 539,894 $ 52,769 $.59)/S3 $8301) $ 640,075 
Operatinec Profinet cic ere oe ee $ 108,653 $ 20,820 $ 15,183 $ 144,656 
Foreign Exchange Gain (Loss) ......... Sal Os2 $ (14,259) $ 928 (3,299) 
Equity in Net Income of Non-Consolidated 

SUDSICiagniGS tetanic ee aera 287 
General Corporate Expenses ........... (4,495) 
Income Before Provision for Income Taxes $ 137,149 
Identifiable Assets at December 31,1977 . $2,385,916 $234,801 $234,865 $(63,526) $2,792,056 
Investments in and Advances to Non- 

Consolidated Subsidiaries ........... 509,362 
Corporate ASselS a ess ee ere eters 19,796 
Total Assets at December 31,1977 ...... $3,321,214 


Amounts eliminated among geographic areas consist of interest and service 
fees paid to US. affiliates. Operating profit is total revenue less operating 
expenses (including interest expense), but before foreign exchange gain (loss), 
equity in net income of non-consolidated subsidiaries, general corporate 
expenses, and provision for income taxes. 


Identifiable assets are those assets identified with the operations in each 
geographic area. Corporate assets are principally cash. 


19. Information About Industry Information about industry operations of the Finance Division for the year ended 
Operations of the Finance Division December 31, 1977 and assets of the Company and consolidated subsidiaries 
at December 31, 1977 is as follows: 


(in thousands) Finance Insurance Eliminations Consolidated 
Revenue from Unaffiliated Customers ............ SOUS OOG $136,488 $ 640,075 
INenSegment HEVEMUGE en sn sane wes eee 0.645 14 $ (6,655) 

LOta eee eo ee a ee eee ee Db ool0,225 $136,502 $ (6,655) $ 640,075 
Operating RcOntae.. eee Ce eee OOS $ 36,241 $ 144,656 
Foreign Exchange Gain (Loss) Seen ee peerees. oe $ (3, 839) $ 540 (3,299) 
Equity in Net Income of Non- Consolidated 

SUDSICGIATIOS 921 ke: ara, suc ciate ee eee 287 
General Corporate Expenses .................. (4,495) 
Income before Provision for Income Taxes | Dieta I eros $ 137,149 
Identifiable Assets at December 31, 1977 AL ret _ $2,543,827 $368,008 $(119,779) $2,792,056 
Investments In and Advances to Non- Consolidated 

Subsidiaries. 5.2% ane 22 as ae ene eee 509,362 
Gorporate Assets sien. ste oe ara ar eee ee 19,796 
Total Assets at December31, 1977 20 ae $3,321,214 


Amounts eliminated between industry segments are principally revenue of 
finance subsidiaries derived from insurance activities with affiliated insurance 
companies and insurance reserves applicable to Finance Receivables. 


20. Quarterly Financial Data Selected quarterly financial data required by Securities and Exchange Commis- 
sion rules are included (unaudited) in Supplemental Information—Data by 
Calendar Quarter on Page 46. 


Beneficial Corporation and Consolidated Subsidiaries 
Accountants’ Opinion 


The Board of Directors and Shareholders We have examined the balance sheets of Beneficial Corporation and 

of Beneficial Corporation Consolidated Subsidiaries as of December 31, 1977 and 1976 and the related 
statements of income, retained earnings, capital surplus, and changes in 
financial position for each of the five years in the period ended December 31, 
1977. Our examination was made in accordance with generally accepted 
auditing standards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. We did not examine the financial statements of the 
Merchandising Division (Midland International Corporation and Subsidiaries, 
Spiegel, Inc. and Subsidiaries, and Western Auto Supply Company and 
Subsidiaries, non-consolidated subsidiaries), the equity in net assets and net 
income of which are set forth in the accompanying financial statements. The 
financial statements for such companies were examined by other auditors whose 
reports thereon have been furnished to us and our opinion expressed herein, 
insofar as it relates to the amounts included for such companies, is based solely 
upon the reports of the other auditors. 


In our opinion, based upon our examination and the reports of other auditors, 
such statements present fairly the financial position of Beneficial Corporation 
and Consolidated Subsidiaries at December 31, 1977 and 1976 and the results 
of their operations and changes in their financial position for each of the five 
years in the period ended December 31, 1977, in conformity with generally 
accepted accounting principles applied on a consistent basis. 


HASKINS & SELLS 


Newark, N.J. 
February 20, 1978 


Form 10-K Upon written request the Company will furnish (without charge) to each share- 
holder a copy of the Company’s Annual Report on Form 10-K for the year 1 977 
required to be filed with the Securities and Exchange Commission, including 
the financial statements and the schedules thereto. 


Requests should be addressed to: Mr. Edwin M. Stokes, Vice-President and 
Secretary, Beneficial Corporation, P.O. Box 911, Wilmington, Delaware 19899. 


Beneficial Corporation Merchandising Division 


Balance Sheet 


(in thousands) December 31, 1977 1976 
Assets 
Current Assets: 
Gash (Notes4 ers: tte, b.tabs stasis ae Se Bt te ares ay Sans “epee gene ear re $a15,000 $ 14,372 
Receivables: 
InstalmentACCoUNtS iia 8 is stanton rete, tie Wee eae ae ee ee er ee ee 569,348 549,860 
Revolving: ACCOUNIS (assis poe ees ay ele ee a ee ree 43,463 43,042 
Wholesale Accounts sai aus shite aint. be ern ee eral e eee ee Oe ee 203,759 PASS 
816,570 810,827 
Less: Uneamed Finance Charges =e eos he ce ae en a ete ane eet eme Sone ke (107,092) 101,327) 
709,478 709,500 
Less Allowance:tor DoubtiulkReceivables Bircn ntencakecresn ese ere mee eee mene (43,781) (45,119) 
Net ReceivableSie reat tian cae 6 cties so aad 0 cee ae nee Se Ca ree mrss ee 665,697 664,381 
INVENLOFIOS Sees ease eae ae cece ots ser cia age Rue Cae eee ee ee ee 204,010 206,722 
Prepaid sEXDENSCS sews ak scoters oe We cue ath oe reat a ch ieee eee eee ee ne 11,645 11,992 
Total ‘CurrentASsets un 2h surs.. co ac ohe eae eee emote are ae eae eg eet nea Ee oes are 896,852 897,467 
Fixed Assets (at cost, less accumulated depreciation and amortization 
Of S421 GS iandiG4 1543 yr pe. ees re Sek eee ee ee ne ne en Se ere 85,915 84,595 
OUhereASSetSme meena een eacer, ane est MINUS SiN ar cB obs 6 Pare rs Scie oe: 3,398 5,329 
Total ieee rae ns pernieres eee tries ee Se ene i Sars ath Coe leh eens $986,165 $987,391 
Liabilities and Shareholder’s Equity 
Current Liabilities: 
CommercialiPaper (Note 4) 672.5 4 oe eae eee Oe eee $ 31,500 Sei orcou 
Long-lerneDebt Due Within.OneYean(Note 5) i. cm fest eee eee ete rem Deine tren BK ereH/ 6,194 
ACCOUNTS} Payable eet esate Crk och Settee aro Oe Se ed ne, Ce 99,051 96,439 
Pavable to: Beneticial: Corporation (Notesi:e and 4) 2. eae seen er orn 138,300 89,836 
state andiOther income Jaxes*Payable © oe <a ages cy eee eerie rire ote esc 3,065 5223 
Deferred iEederakincomesd axes (Notes ieee. nes eee te cee renee nen en rene 62,429 T2192 
Accrued maxes Warranties ancdvOther Liabilittes eee ereiee ee eeeie nia ee nen 49,751 48,801 
Accrued Store Closings (Note 2) ............... PMR In NSO re Se ee eNOS Liss _ 
TOtaGurreniebiaDilitiGs Beem mie ie. hoc scien. wi Sera te peiee oye Cece tae mn oreo 398,266 393,935 
ong=hermn Debt (NOTE:S eu. sce ute ee caver oye wae hea cent owe seein a eer eee 239,201 248,635 
Deferred Federal Income Taxes (Note 7) ...... ee eee Pa eRe ee Ee Sh oe Pe 4,820 Siete) 
Totali Liabilities (rr frre re re ale ae cercaiats Cee ne are 642,287 646,308 
Shareholder’s Equity (including Retained Earnings of $227,618 and $225,487) ............ 343,878 341,083 
LOtal freien a a eee ener ee ee ri ae Tee erie $986,165 $987,391 


The Notes to Financial Statements should be considered in connection with this Balance Sheet. 


Beneficial Corporation Merchandising Division 


een 2. °° 


Statement of Income and Retained Earnings 


(in thousands) Years Ended December 31, 197 1976 1975 1974 1973 
Net Sales and Other Revenue ...................... $1,178,685 $1,206,346 $1,020,400 $1,039,232 $1,062,602 
Expenses: 
Cost of Goods Sold (including certain buying 
ald OCCUDANCY EXDENSES) «2... 0.5. ens are ee 818,261 812,841 651,291 654,709 682,353 
Selling and Administrative Expense ................ 304,116 293,892 289,262 300,923 294,955 
Interest Expense (including $8,111, $7,510, $11,582, 
$15,532, and $17,602 to Beneficial Corporation) .... 30,044 28,857 Soren 44,029 40,301 
Provision for Store Closings and Other Items (Note 2) .. 12,100 = = = = 
otaliseese lh eee eth ee See iml64-524 1p'35,590 973,808 999,661 1,017,609 
Income before Income Taxes ....................... 14,164 70,756 46,592 39,571 44,993 
Provision for Income Taxes: 
Federal: 
PS CEC) Lae Senate atime Seri Paha el ul Ae Ae hehe aie a 16,558 37,015 26,239 6,887 (3,065) 
BYES TARE) Ses er ae rN ear td as I Gla) akslsy (5,114) (4,534) 10,558 22,698 
SIUC 450, Ae Se RA eee ae eh ee 950 3,063 2,090 2,256 2,023 
LOtal Boe sad pateet eee ees. Be ee 6,323 34,964 23,195 19,701 21,656 
NetINGCOMe Pertti e n ees eee 7,841 35,792 22,/97 19,870 Pah IY / 
Retained Earnings, Beginning of Year........ mee eee 225,487 213,895 199,098 180,228 157891 
233,328 249,687 221,895 200,098 181,228 
Dividends Paid (Note 1a) ...... tit Vee ee 5710 24,200 8,000 1,000 1,000 
Retained Earnings, End of Year..................... $ 227,618 $ 225,487 $ 213,895 $ 199,098 $ 180,228 


The Notes to Financial Statements should be considered in connection with this statement. 


Beneficial Corporation Merchandising Division 
Management’s Discussion and Analysis of the Statement of Income 


The Statement of Income is included in 
a form to satisfy the requirement fora 
Summary of Operations; Management’s 
Discussion and Analysis, consequently, 
pertains to the Statement of Income. 


Net Sales and Other Revenue de- 
creased 2.3% inthe year ended 
December 31, 1977 as compared to the 
year 1976. This decrease results prim- 
arily from the substantial decline in the 
unprecedented demand for citizens 
band radios from the unusually high 
levels which prevailed during the first 
nine months of 1976. The sales decrease 
was partially offset by increased sales 
in the wholesale and retail operations 

of Western Auto and in the catalog sales 
of Spiegel. Net Sales and Other Revenue 
increased 18.2% in 1976 because of 
the growth in the retail and wholesale 
operations, particularly in the whole- 
sale sales of citizens band radios. For 
1975, Net Sales and Other Revenue 
decreased 1.8% primarily because of 
the effect of the continuing economic 
recession which caused a decline in 
consumer demand. Also, the continua- 
tion of the more restrictive credit 
acceptance policy, instituted in 1974 
for catalog sales, had a depressing 
effect on credit sales. These effects 
were partially offset by the successful 
marketing of citizens band radios in 

the second half of 1975. 


Cost of Goods Sold remained relatively 
constant in amount for the year ended 
December 31, 1977 as compared to the 
same period in 1976, despite the de- 
crease in Net Sales and Other Revenue, 
due to narrowing of profit margins 
primarily relating to sales of citizens 
band radios. Profit margins were also 
narrowed by more competitive pricing 
for other types of merchandise. Cost of 
Goods Sold increased 24.8% in 1976. 
This increase is not proportional to the 
increase in sales since price reductions 
on the sale of 23-channel citizens band 
radios were necessary in the later part 
of 1976 in order to reduce inventory 
levels in anticipation of the sale of 40- 
channel units beginning in 1977. 


Selling and Administrative Expense 
decreased by 3.9% in 1975 due 
primarily to the decline in Provision for 
Doubtful Receivables resulting from 
reduced charge-offs relating to the 
catalog instalment accounts. This 
reduction was achieved because of 
lower credit sales, increased collection 
efforts, and the effect of restrictions on 
credit acceptance. 


Reference is made to Note 2 to the 
Merchandising Division financial state- 
ments for an explanation of the Provi- 
sion for Store Closings and Other Items. 


Interest Expense decreased by 13.2% 
in 1976 and by 24.5% in 1975. The 
decrease in 1976 was primarily due to 
lower interest rates andin 1975 wasa 
result of lower interest rates and lower 
borrowings. 


The 78.1% decline in Net Income for 
the Merchandising Division for the year 
ended December 31, 1977 as compared 
to the year 1976 results primarily from 
the substantial decline in demand for 
citizens band radios and the restruc- 
turing of certain merchandising activi- 
ties, which necessitated the Provision 
for Store Closings and Other Items. Net 
Income for the Merchandising Division 
increased by 57.0% in 1976, primarily 
because of the increased volume in the 
wholesale and retail operations and 
improved catalog operations. In 1975, 
Net Income for the Division increased 
by 14.7%. These increases were prim- 
arily due to the Division’s ability to 
capitalize on the rapid growth of the 
citizens band radio industry. The 
depressed results for 1974 were the 
result of a decrease in volume caused 
by the economic recession, the estab- 
lishment of higher credit standards, and 
an increase in Provision for Doubtful 
Receivables. 


Beneficial Corporation Merchandising Division 


Statement of Changes in Financial Position 


(in thousands) Years Ended December 31, 


1977 1976 1975 1974 1973 
Source of Funds 
YET? MMLOLOTA MEY a 2 ce tes ea a en $ 7,841 $35,792 $22,797 $19,870 $23,337 
Expenses Not Requiring Concurrent Cash Outlays: 
Depreciation and Amortization .......«.....e<e<ss«s 9,590 SCs 9,050 8,341 7,362 
Pelee cmINGOMCn AXCS ein tice. io sk eee 1,082 876 962 828 436 
Bocce LOVIed DyY.ODelallonS =.= sae se ee 18,513 45,481 32,809 29,039 eS) ste) 
Pan Camel OCOMISSUCK hace tt; cs soe, eee le 1,087 423 49,732 VA 
MisPosamOnmIXeC-ASSCISE gra N cso cen tick | ee 2,675 1,060 144 538 ofa 
CTANTED® 2. x.sos5 SOE sR Seeger eat 307 —_ — B13 = 
$21,507 $47,628 $33,376 $79,622 $32,827 
Application of Funds 
PCC On Opel xeCUASSelSacvaters a. 0.1). teen Oeet eds ae $12,771 $ 8,683 5 8,130 $16,285 $20,153 
BeCCONCHOnsOnN LONG =! ClmzDeDt ee ia. %. deine he. 9,445 8,805 1,846 3,432 4,136 
Dividends Paid (exclusive of transfer of Midland to 
BemerIClal UN OVO bet) Merah. ts Cesk caine sees eee Paes 4,050 24,200 8,000 1,000 1,000 
JEUPISI® 5. ~ mie cig Se Sa ee a ee 1387 266 489 452 732 
Increase (Decrease) in Working Capital ............... (4,946) 5,674 14,911 58,453 6,806 
$21,507 $47,628 $33,376 $79,622 $32,827 
Changes in Working Capital 
Increase (Decrease) in Current Assets: 
(BIEL = 9 De Ae aR i ee Rana oe oO Ug tnd Wi Daas $ (264) $(11,498) spon ts) $ 8,843 
POMC CCI VADLOG! 6 ae ee Mk ON cre scare cn Ae eee oe 1,316 10,742 (50,287) (4,796) 46,247 
TRMET OG INTES: peice Sie Ria Maa MaRIR coh Ai” iS yi (2die) 31,452 (13,329) (1,265) (14,918) 
Rane BONE XCUISCS ana s cwiene os «eum nee lores (347) _ 199 (1,893) 1,268 (326) 
(615) 42,129 (77,007) (3,278) 39,846 
Increase (Decrease) in Current Liabilities: 
Notes Payable and Long-Term Debt Due Within One Year (44,107) 68,334 (44,447) (33,683) 22.200 
RE COU SRAVADIO iter ca) Mac MrS Reheat Marc taino eeu G12 Pe WA Sooo (432) 12,611 
Payable to Beneficial Corporation .................. 48,464 (39,684) (56,245) (39,291) (24,261) 
DeLee ChINCOMe ml AXES urs mrs Sces ee eica-ee tat dandn eee ale eney (9,763) (5,382) (4,161) 10,188 22,078 
AGERE GiolOreic| OSIN OSiete or Grits + wcteun cares to tc 7,733 — = = = 
Oihemeurrent Wiabilities so ew LE RO ONE (608) 1,010 7,350 1,487 374 
: 7 4331 36,455 (917918) G1ago1) 33,040 
Increase (Decrease) in Working Capital ........... $ (4,946) $ 5,674 $14,911 $58,453 $ 6,806 


The Notes to Financial Statements should be considered in connection with this statement. 


Beneficial Corporation Merchandising Division 


Notes to Financial Statements 


1. Summary of Significant Accounting 


Principles and Practices 


a) Affiliation and Combination Basis. The financial statements include the 
accounts of Midland International Corporation (Midland) and Subsidiaries, 
Spiegel, Inc. (Spiegel) and Subsidiaries, and Western Auto Supply Company 
(Western Auto) and Subsidiaries. All significant inter-company transactions have 
been eliminated. Certain prior year amounts have been restated to conform with 
1977 classifications. 


Midland, Spiegel, and Western Auto are wholly-owned subsidiaries of Beneficial 
Corporation (Beneficial). On May 31, 1977, Midland (which had been a wholly- 
owned consolidated subsidiary of Western Auto) was transferred from Western 
Auto to Beneficial by means of a dividend retroactive to January 1, 1977. The 
dividend amount represented Western Auto's carrying value of its investment in 
Midland (which included excess cost of $996,000). Dividends paid of $5,710,000 
reflected in the Merchandising Division’s Statement of Income and Retained 
Earnings include the amount of $1,660,000 consisting of: Excess Cost, $996,000 
and Capital Stock of Midland, $664,000. 


b) Examination of Financial Statements. Examinations of the financial 
statements of the Merchandising Division are made as of June 30 and December 
31 by independent Certified Public Accountants. 


c) Receivables. Receivables consist of the following: a)instalment accounts, 
for which finance charges are recorded in income by either the effective yield 
method or sum-of-years digit method; b) revolving accounts, for which finance 
Charges are recorded in income when billed to the customers; c) amounts due 
from associate store owners for merchandise and certain other wholesale 
customers, which normally do not earn finance charges if paid within the trade 
terms; and d) amounts due from customers of associate store owners, which 
earn finance charges calculated on the sum-of-the-years digit method. 


In accordance with merchandising industry practice, receivables (before 
deduction of unearned finance charges) include amounts becoming due after 
one year of $346.6 million at December 31, 1977 and $335.1 million at 
December 31, 1976. 


d) Inventories. Inventories are priced at the lower of cost (first-in, first-out) or 
replacement market after considering obsolescence. 


e) Taxes on Income. Results of operations are included in the consolidated 
federal income tax return of Beneficial. The total provisions for federal income 
taxes for financial statement purposes are approximately the same as they would 
have been had the companies filed separate returns. The item Payable to 
Beneficial Corporation includes federal income taxes payable. 


f) Fixed Assets. Depreciation of fixed assets is provided on the straight-line 
method over their estimated useful lives. 


Maintenance and repairs are expensed as incurred. Renewals and betterments 
are capitalized. The cost and accumulated depreciation of fixed assets retired, 
sold, or otherwise disposed of are eliminated from the accounts at the time of 
disposal and any resulting gain or loss is reflected in income. 


2. Store Closings and Other Items 


3. Transactions with Affiliates 


4. Short-term Borrowings 


5. Long-term Debt and Restrictions on 
Retained Earnings 


g) Employee Retirement Plans. Current retirement plan cost and provision for 
funding prior service costs are charged to expense. 


h) Accruals for Merchandise Warranties. Reserves are maintained to provide 
for anticipated costs relating to merchandise under warranty not covered by 
manufacturers’ warranties. 


Management has determined that the Spiegel catalog order stores are no longer 
a desirable marketing outlet and plans to close the remaining stores during 1978. 
As a result of this decision, a provision of $2.5 million was established at 
September 30, 1977. 


Western Auto established a provision of $9.6 million at June 30, 1977. Of this 
amount $7.0 million related to the closing of approximately 70 unprofitable retail 
stores and $2.6 million to inventory devaluation of discontinued items. 


An insurance subsidiary of Beneficial offers credit life insurance to Spiegel 
customers as well as to certain borrowers from a consumer loan subsidiary 

of Spiegel. During 1977 a life insurance subsidiary of Spiegel reinsured 
approximately 80% of the coverage pertaining to Spiegel customers and 100% 
of the coverage pertaining to the consumer loan subsidiary customers. Premiums 
paid to the subsidiary of Beneficial were $5.8 million in 1977 and $5.4 million in 
1976. The excess of such premiums over claims paid, adjustments to funded 
reserves, and commissions of 15% in 1977 and 18% in 1976 were paid to 
Spiegel and its subsidiaries in amounts aggregating $1.3 million in 1977 and 

$1.3 million in 1976. 


Beneficial provides certain services (at cost) for the collection of mail order 
receivables of Spiegel. Charges to Spiegel for such services aggregated $3.7 
million in 1977 and $3.2 million in 1976. 


In May 1977 Beneficial began to provide data processing services to Midland, 
Spiegel, and Western Auto. Charges aggregated $1.1 million in 1977. 


Western Auto meets certain of its operating fund requirements through short- 
term bank borrowings and the sale of its commercial paper. At December 31, 
1977 $125.6 million in bank lines was available to Western under various informal 
arrangements. Most arrangements provide for the maintenance of bank balances 
based upon a percentage of the available line or related borrowing, while others 
are based upon a fixed rate or give effect to normal operating bank balances. 

At December 31, 1977 $10.7 million in compensating bank balances was 
maintained in support of bank lines. 


Midland and Spiegel obtain operating funds primarily through borrowings from 
Beneficial at an interest rate of 7 Y2 %. Midland obtained operating funds through 
borrowings from Western Auto until May 31, 1977. 


A summary of long-term debt follows: 


(in thousands) - aa » 7s he ISS 
5595 MOtes: DavVablewOUe OO ust a nae iets seinem are $ 50,000 §$ 50,000 
Debentures: 
Sob ode (ULES RENE as oe 5 eect yell tp Bioes chs Jee 50,000 50,000 
7.85%, due 1996, with annual 
SINKING a UNC OA VIN COILS Manners eu ieee rie retire 2 Ween 42,287 45,660 
5.25%. GUE: 1983 s 25 eee ee ot hee 40,000 40,000 
ee Peel WRC Vem re Ta hete nee cue eet Den eee ae 40,000 40,000 
5.9% subordinated notes, due 1977 through 1980 ..... 15,000 20,000 
Other long-term. debt. saa. oak SBR Nee es ee Tein EGE? 
245,038 254,829 
Less long-term debt due within one year ............ 0837 ——«6, 194 
. $239,201 $248,635 


fine companies’ long-term debt agreements contain certain covenants restricting 
the payment of dividends, the purchase and retirement of the companies’ 
capital stock, investments, and indebtedness. Under the terms of the most 


6. Employee Profit Sharing and 
Retirement Plans 


7. Taxes on Income 


restrictive covenants, approximately $89.3 million of the companies’ Retained 
Earnings of $227.6 million at December 31, 1977 was available for the payment 
of dividends to Beneficial Corporation. 


Annual long-term debt and sinking fund payments for the five years subsequent 
to December 31, 1977 are as follows (in millions): 1978, $5.8; 1979, $105.8; 
1980, $7.5; 1981, $2.6; and 1982, $2.5. 


Profit sharing and retirement plans cover substantially all employees who have 
met specified requirements. The companies’ contributions to these plans 
(charged to earnings) were $6.2 million for 1977 and $6.8 million for 1976. 


At January 1, 1977, the date of the most recent valuation, the actuarially 
computed value of vested benefits under the retirement plans exceeded fund 
assets and balance sheet accruals by approximately $6.9 million. 


Deferred taxes result from timing differences in the recognition of income and 
expense for tax and financial statement purposes. Charges (credits) to the 
deferred tax provision for the years ended December 31 are related to: 


(in thousands) ETM 1976 
Provision for store closings and other items .......... Dus O02 md == 
Instalment basis for gross profit on credit sales ....... (4,879) (5,478) 
D@PreClaliOn wet ka rere rt ae a eee mn. ot or ae 988 741 
Provision [OmCOUDIUL aC COUNLS seme nisi It a a arnt a ean (1,549) 135 
Provision for merchandise warranty reserves ......... (ieool) (692) 
Ole eee ea PEO es Pe Ricks ee (832) 180 
$(11, 185) _ $(5, 114) 


A sboneteuen between the expected and the effective federal income tax rates 
is as follows: 


(in thousands) _ = Bio 1976 
Income before Provision for Income Taxes .......... $14, 164 $70,756 
bess otate and Local Incomes aXxeSimr ans a nee EE 3,063 _ 
Income before Provision for Federal Income Taxes . __ $13, 214 : _$67, 693 _ 
Expected Provision for Federal Income Taxes eee ep as 343 : $32,493 _ 2 
Expected Ta alc ears re 48. 0% 48.0% 


Decreases in Tax Rate Resulting from: 
Income of insurance subsidiaries taxed at 


lOWERENECIIVe TaleStene see Se cr. ne wer ree (2.8) (0.2) 
Investment taxec rect meeereceaers caer tie corres en es (3.5) (0.4) 
Other Sener Reade os oes hed eee ee 120) (0.3) 

Effective Tax Rate ee Ete ee rates ee — 40.7% 47.1% 
Provision for Federal [eel MNOS cacsncses- oes $5373 Fe ss1 001 


8. Leases 


The companies occupy certain warehouse facilities and stores and use certain 
equipment under operating leases. Rent expense for the years ended December 
31 was $20.9 million in 1977 and $20.9 million in 1976. Minimum lease 
commitments at December 31, 1977, excluding Spiegel catalog order stores 
and Western Auto retail stores to be closed, for which provision has been made 
(see Note 2), were: 


(in millions) 
VOL Go Siete tens tae tite ear Re Pa ed Re Ta ree ee SieS 
BS Ae Beli erasers Hees aan til rere gh? la abl Na Rett ln a aaah lo at Nn ee 10.4 
1980 sy Sahl teen ee athe en eet Oe ee ee: ee rer Or 9.2 
POST AG Se Ae eer, BS, ORG Rete ies Greve me cia che never tre arr eee Ths) 
TOB 2S ARE SI Ee RY A ee PR edit ers ae Tees eee eee 6.3 
1TO8S:throUGhs1 OS 7 erate ore re Meee ee mere eres ot irae tn SPR eat oe Pa | 
1988 through 1992 er we gate cy cera cen ort an ae meee ncn een eee ee eee p68) 
UNAETENEHP SK IE ee PRR CT ie Up keeee ee eee Or 
_Total eee eh Se eee Ae Serene ines PTAs: 


It is expected that, in the normal course of business, leases that expire will be 
renewed or replaced with leases on other properties: thus, it is expected that 
future minimum rentals will not be less than those for 1978. 


9. Information by Group The Merchandising Division consists of Midland, Spiegel, and Western Auto, and 
their respective subsidiaries. Midland is an international marketing and importing 
company that sells its merchandise at wholesale, primarily to domestic retailers. 
Spiegel is engaged in the sale through catalogs of merchandise by mail and 
through order stores. Western Auto sells its merchandise at retail through 
company-owned stores and to independently operated associate stores, located 
in smaller communities. 


Midland sells merchandise to Western Auto and Spiegel at prices generally 
comparable to those charged unaffiliated customers. While Midland was owned 
by Western Auto, loans were made to Midland on which interest was charged at 
Western Auto’s actual short-term borrowing costs plus a credit facility charge. 


Information at December 31, 1977 and for the year then ended is as foliows: 


Adjustments 


and 
Western Elimi- 
(in millions) Midland Spiegel Auto nations © Combined 
Identifiable Assets .... $ 51.4 $458.4 $478.0 ec) $ 986.2 
Net Sales and 
Other Revenue: 
Unaffiliated 
Customers .... $110.4 eye $691.3 Si syow 

Intradivision ..... 1151 0.8 $(11.9) 

iT Ota terete pt ener nara les) $377.0 $692.1 $(11.9) Sides 
Operating Profit ...... EGA SAS) $ 29.2 $ (0.8) $56.3 
INterestiExp enSe sk were ee) se en Oe ee Oe (30.0) 
Provision fon store. Closings and Otherniliems s,s se). eee (lon) 
Income Before Income Taxes .......... ese Pe ee ee Soa $14.2 

10. Replacement Cost Data In accordance with regulations of the Securities and Exchange Commission, 


Western Auto and Spiegel have developed replacement cost information for 
inventory and fixed assets. This information is included in the Form 10-K of the 
respective companies filed with the Securities and Exchange Commission. 
Midland is not required to develop or report such information and if such 
information were included, in the opinion of management, it would not 
significantly change the amounts included in the Merchandising Division 
financial statements. 


Inventory as stated for the Division at December 31, 1977 is not materially 
different from estimated replacement cost. Cost of Sales at replacement value is 
marginally higher than the historic costs reflected in the financial statements. 
The Division has historically demonstrated the ability to recover increased costs 
through adjustment of its selling prices although competitive factors caused a 
reduction in the profit margin of the Division during 1977. 


The replacement cost of fixed assets and resulting depreciation expense would 
be significantly higher than amounts reflected in the financial statements of the 
Division; however, technological improvements in certain operations of the 
Division would offset, at least in part, this additional expense. 
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Beneficial Corporation Merchandising Division 
Accountants’ Opinion 


The Board of Directors We have examined the balance sheet of Beneficial Corporation Merchandising 

Beneficial Corporation Division (Midland International Corporation and Subsidiaries, Spiegel, Inc. and 
Subsidiaries, and Western Auto Supply Company and Subsidiaries, combined), 
as of December 31, 1977 and 1976 and the related statements of income and 
retained earnings and changes in financial position for the five years ended 
December 31, 1977. Our examinations were made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. We did not examine the financial statements of 
Spiegel, Inc. and Subsidiaries for the three years ended December 31, 1975, 
which statements reflect total revenues constituting 36% in 1975, 38% in 1974, 
and 41% in 1973 of the related combined totals. These statements were 
examined by other Certified Public Accountants whose report thereon has been 
furnished to us and our opinion expressed herein, insofar as it relates to the 
amounts included for Spiegel, Inc. and Subsidiaries, is based upon the report of 
the other Certified Public Accountants. 


In our opinion, based upon our examinations and the report of other Certified 
Public Accountants, the aforementioned financial statements present fairly the 
financial position of the Beneficial Corporation Merchandising Division at 
December 31, 1977 and 1976 and the results of its operations and changes in its 
financial position for the five years ended December 31, 1977, in conformity with 
generally accepted accounting principles applied on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Kansas City, Missouri 
February 17, 1978 


Beneficial Corporation Merchandising Division 
Information by Group 


Supplemental Information 


(in thousands) _ Years ended December 31, 1977 1976 1975 1974 1973 
Net Sales and Other Revenue 
MIC GCS Amun Reenter hon ect ee nese et Seeds Aetna $ 110,380 $ 209,765 $ 88017 $ 64,648 $ 66,366 
SDICOC neta: vere May tre: la ers patty, oe eee 376,998 359,337 367,319 396,028 430,613 
WVESIe I AULOR (Ome men eee we rece oe ae ee wn ue, 691,307 637,244 565,064 578,561 565,623 
SOMDINCCMpe ree ee Tt Get ek $1,178,685 $1,206,346 $1,020,400 $1,039,232 $1,062,602 
Income (Loss) before Income Taxes 
NCTOTEUIG | coset + Scam Se arma ole eI ate ea can $ (4,448) 933,239 $12,418 $ (282) $ 1,807 
ST SLSTOTEN| “waletrlen usr cere MRO I cee RN NR pea Pa ea 11,605 10,971 9,052 10,261 15,746 
NVGSISIIIn ALILOmeE eer eel etre ee eee ke A aes oe 7,002 201002 2a lee 29,592 27,440 
COMMON puerta. sate cer a.chot Maier) co ann eee eg $14,164 $70,756 $46,592 $39,571 $44,993 
Net Income (Loss) 
AN@IETATEN © et 3: Geo Aue aeRO OAR SE A ia et $ (1,958) $16,786 $ 6,397 $ (398) $ 1,042 
SS] SUS Te (2) | ash: athe eee ee ee ete ne caer een a Mo 6,429 51605 4,650 5,288 8,044 
VEST HEU LOg yt<ie cc yn REM wn iene wee, SET ar Bem AE es 3.010 13t354 1G 50 14,980 145251 
(Croymalalintefel AS ghia Re ee ee ee ee $ 7,841 $35,792 $22,797 $19,870 $23,337 
Receivables, Net of Allowance for 
Unearned Finance Charges (c Doubtful Receivables 
(in thousands) December 31, HET 1976 1977 1976 
Me Tea tek 9k 3 a eee lesen ree gre toen Oe $ 18,492 $730,317, $ 1,105 $ 2,085 
BIDICO lrrecra te rts aa rs, ges oe Bend at Berta ais 409,094 398,847 ee) Sie 29,565 
WVESIOLEAUILOMaees ata’ seeks ise Sees 281,892 280,336 12,749 13,469 
(Cre\naiel avetel cok Se Ne eee $709,478 $709,500 $43,781 $45,119 
Inventories Total Assets Shareholder’s Equity 
1977 1976 > ARE 1976 1977 1976 
WAC ar Claeeee mn ee he eae, ee acs Mie ae $ 27,905 Deoet00l $ 49,882 $ 68,208 $ 16,551 $ 18,831 
S Piece lm ee yew oa ies geet are aan 44 895 40,203 458,359 445,048 82,623 78,444 
WVGSISLMEAUILO Mr nine titione st oir he tcosnerace Sine 10 133,938 477,924 474,135 244,704 243,808 
SOMPINC Mee Ss ck eo ee iene Moun $204,010 $206,722 $986,165 $987,391 $343,878 $341,083 


a) Excludes intradivision sales (in millions): $11.1, $18.7, $15.4, $11.8, and $23.6 respectively. 
b) Excludes intradivision revenue of $0.8 million in 1977 and $1.1 million in 1976. 


c) Excludes intradivision receivables. 


Beneficial Corporation and Consolidated Subsidiaries 


Eleven-Year Summary 


Supp!emental Information 


(amounts in thousands, except where noted) Years Ended December 31, 1977 1976 
During theYear 
Consolidated 
Ne@tIiCOMG igre ro osteo corer cea tee ear 1 ce a etree ts eet cerns ore oe nee Ne ZeleHsley/ 100,407 
Earnings per Common Share (dollars): 
Primary 2.05 205 24% oe te RO Rn aes neers ogee nae a ee nea $ 3.64 4.52 
Furlly=cliltte dd 5.2. Seie ces hee Jee ees irc tae sees cae eee oe Se a eet ee $ 3.56 4.05 
Average Number of Common Shares: 
Primary ses bow See a ae Meer & sp SE anny. cas RR Meine ge ee ee 21,808 20,436 
Fully-diluted! ze Agc sce ceed Cee ete ee cate pO rece OR ce ee ee eed ae ee 22,686 24,436 
Gash Dividends paid per Common Sharex( Collars) jsgemmesete etree tare eee ert er ee ene $ 1.60 1.4375 
Finance Division 
Volume of Finance Receivables Acquired less Unearned Finance Charges .................. $2,261,888 1,900,279 
Number of.Finance Receivables Acquired ma sna eueris rer ern tere mer tr itee, eer tere eee! 2027 tay Of 
Average Amountof Transaction: (dollars ig eprr cers reenter estes sew or ween runner eeccerersras et e $ 1,063 1,057 
% of Monthly Cash Principal Collections to Average Monthly Balances ...................4.. 4.34 4.35 
% of Finance Receivables Charged Off (after Offsetting Recoveries) to Average Monthly Balances 1.74 2.04 
REVENUG <5. Gera i ee ee Soe en fr i ea ee eee See ee, ee eee $ 640,362 536,558 
Income Defore Provision {OF INCOME el GX CS veer reser ee ne ere cee nome eee $ 137,149 116,351 
Income. froni Finance: DIVIS lO riage caer terrace Rete ote ce ceteter te an Sree a ee > 77,316 64,615 
%: ot Income from:Binance DIVISION tO REVENU Ceremonies corer eee ca 123 12.04 
Merchandising Division 
Net Sales and Other Revenue s-= vay ose eee oe ie odes eae ee tai snes crete re emer $1,178,685 1,206,346 
Income. betore:INCOMmesTaAXCS etc core ereyet nee: meek te ae en ee rss agree ere aie $ 14,164 70,756 
Income from Merchandising DIVISION ::.0- ra aesreien see are ee ee ee ae $ 7,841 35,792 
% of Income from Merchandising Division to Net Sales and Other Revenue ................. 0.67 2.97 
At Year End 
Consolidated 
‘Total Debts eSterke sar), ooe, eee, ec ce hh ke ee ee oe he aie eee era, ae eee $2,275,581 1,794,308 
shareholderse Equity nce ct cre coe cantte eee her se reo nee ere te oe ene eee on eee 835,074 791,246 
Ratio of [otal Debtitorsharcholders: EquitVaeeurs see. ceca wer etmece tte oem mee Se nto ee teperane eee 21a tml Dee Toa! 
Finance Division 
Finance Receivables less Unearned Finance Charges eee om etree nee ea $2,526,177 2,085,042 
% of Unearned Finance Charges to Related Net Finance Receivables ...................4-- 28.86 29.90 
Reserve for Possible Credit Cosses tas i ccsun sr crcrce ne raee eet cise bree tt Cr ene oe ante eee em ree $ 126,309 106,337 
% of Reserve for Possible Credit Losses to Finance Receivables less Unearned Finance Charges 5.00 a0) 
% of Finance Receivables (account balances, loans only) with Payments More than Two 
Months Delinquent (based Uponirecency Of DayIMent) eae rerert tee cee eee eee 1.08 1:19 
Number: of ACCOUNTS 5.575 a clearer ee ec encanta eget te ere earn gee ee 2,451 2,095 
Average Account Balance, (dollars) meee mse areca acto ccm te teed tce sy cr center eee ae te $ 1,031 995 
Notes: 


The data for all years include results of companies accounted for on a pooling of interest 
basis and all data have been adjusted for pooling of interests. 


1975 1974 1973 1972 1971 1970 1969 1968 
73,367 63,682(a 75,773 82,204 68,755 59,194 53,627 51,965 
3.34 2.83(a 3.51 3.92 3.22 2.71 2.45 a7 

2.94 2.55(a 3.04 3.30 2.75 2.36 2.14 2.07 
19,145 19,103 18,705 18,413 18,143 17,885 17,488 17,047 
24,451 24,479 24,459 24,494 24,516 24,494 24,493 24,461 
1.25 1.25 1.20 1.10 1.0667 1.0667 1.0667 1.0667 
1,553,622 1,669,254 1,739,432 1,632,869 1,461,770 1,368,832 1,402,672 1,352,295 
1,512 1,886 Pasar 2,150 1,940 1,924 2,120 2,199 
1,028 885 799 759 753 Tat | 662 615 
4.28 4.45 4.94 4.90 4.82 4.63 4.96 5.22 

2.42 De 1.82 1.56 1.57 1.40 1.22 1.26 
460,260 452,589 416,317 376,921 336,057 305,445 276,032 244,572 
95,053 81,219 100,479 104,541 98,828 88,378 77,629 70,296 
50,570 43,812 52,436 59,787 51,912 48,092 39,316 36,900 
10.99 9.68 12.60 15.86 15.45 15.74 14.24 15.09 
1,020,400 1,039,232 1,062,602 985,399 878,541 800,040 801,640 748,142 
46,592 39,571 44,993 43,676 33,148 21,655 30,987 32,378 
22,797 19,870 23,337 22,417 16,843 11,102 14,311 15,065 
223 1.91 290 OT 1.92 1.39 1.79 2.01 
1,664,353 1,650,361 1,618,862 1,558,101 1,423,438 1,337,433 1,232,399 1,091,634 
723,818 688,959 646,165 599,964 547,054 506,100 475,578 449,137 
230to1 2.40to1 251to1 260to1 260to1 264to1 259to1 2.43to1 
1,828,456 1,781,500 1,700,696 1,579,689 1,441,331 1,366,537 1,267,075 1,135,077 
29.10 28.16 27.80 27.68 26.85 25.13 24.86 23.45 
95,054 92,638 86,736 82,154 76,448 73,657 69,625 63,408 
5.20 5.20 5.10 5.20 5.30 5.39 5.49 5.59 

1.29 1.28 1.15 0.99 0.89 0.96 0.90 0.83 
2,008 2,138 2,250 2,223 2,105 2,125 aGe one 
911 833 756 711 685 643 594 535 


a) Excludes Extraordinary Credit of $12.1 million from sale of undeveloped land by a . 
non-consolidated subsidiary (see Note 15, page 31). Primary and Fully-diluted Earnings per 


Common Share exclude Extraordinary Credit of $.64 and $.49 per share respectively. 


b) Includes profit from sale of a foreign subsidiary (net of federal income tax) of $1.2 million, 


1967 


49,100 


rel 
1.95 


16,965 
24,417 
1.0667 


1,162,047 
e105 
992 

5.35 

1.41 
224,633 
64,962 
35,244 
15.69 


718,303 
24,592 
13,856(b 

1.93 


944,648 
424,028 
2.23 to 1 


988,752 
Been 
99,012 
OREN 


0.86 
2,085 
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Beneficial Corporation and Consolidated Subsidiaries 


Data by Calendar Quarter 


Supplemental Information 


First Second 
(in thousands, except per share figures) Quarter Quarter 
Revenue 
Finance: DIVISION. & issues Soe ee oye re Ue Te eee ea re en Tt ey $147,384 $156,806 
Merchandising Division: 
Midlandi(excluding intradivision) Sales) yer antes ure eee eee nee ee 39,485 23,609 
Spiegel ley yrs crs” aerate: cae cals acne er cesses othe ee era rk gee gh tec eee 84,812 77,309 
WesternrAutox(excludingaintradivision: feVenUe | emer sarcs tee) terrae te se eters ene ne 163a42 196,486 
Revenue irom. Merchandising DIVISIOMm presse scree eter mora etek te ean ttre eee ene eee ere 287,439 297,404 
TOtal, Sees cies anole Petes rice cee ewe oe et MRE TN GL oe Dee rl ee et ce meer $434,823 $454,210 
Operating Income (Loss) 
Finance: Division 235%, sk/enckae cert tes oe oe ke eas Che eer et te ee ea, eee eee eee $35,612 $33,604 
Merchandising Division: 
Miclartid <5, Pgh ccs tnt in eine seiner sen A CR ma ete ke pea Re, nee ee ee ent a tc 3,421 974 
Spiegel ING a wow: eae. See Seeks sce ect ee sas esos ea cna ce EER emer ar NT RRR ci oe ort Bates 2,139 907 
Western Auto cia: scent pate rae. hte re neces Orca em mre Poe Se ee cone OMe eae cc ne eee 6,560 435 
Operating Income (Loss) from Merchandising DiViSiOVit s.r eee ee eee are) 2,316 
Total 2 cSt eran tytn 0s cae eae EN tag ne oy tacts 2 © Uae SR A OR, AO ceo A $47,732 $35,920 
Net Income (Loss) 
Finance: Division 3.24 ctescw scat fs wscte sree ecclesia eRe eae ta rn tre nc ee aa at wr te $19,027 $19,172 
Merchandising Division: 
Midland) :.-sap dere © 85 ieaeetes o.oo IR: SN Soe aaa ce cate ERA Ao cer eee 18753 593 
Splegel) INC terse yak eee eee aN ee Aaa A hee ae er RR ee ac 1,104 590 
Western Autoren ee cram Ree oe ee BaE gn urate TS ea” RN Sea at A cea 3,149 264 
Income tromiMerchandising: DiviSlOties cc csrcrsee tie ase mene arene een tig cs fcr eect emete 6,006 1,447 
MW) £: | reneeteg ara er era eer we ot Re ee Rav acre Cree RRR NONE oA Hadid year geen Mon ORM TIES Shc $25,033 $20,619 
Earnings Per Common Share 
Piery® ov droS eRe ee ae re Re I, RC RPTE SDR coer te EOE oe SEL) CUROR Ae tr, ee $1.08 $.88 
Fully-diluted S2:senretteartaet amie rae Sue OM erer Wie 4eas men on Eee Mn sens ance an cs See eterna $1.01 $.83 
Shares Entitled to Vote 
$5.50 Dividend Cumulative Convertible Preferred Stock: 
High Sales Pricez 5s eaten ose eee ee ae is SRE ad ae a oe eR A $117.00 $110.00 
Low Sales: Prices’. fomeiudecn oo s.4 © decent: mee Ueto ten are ORC ame a Cem ican aL, See nn eae 104.75 96.25 
Dividends.Raid per Shares e.'. « ..5 tee ene eee cue cn tsae oe onset ee nie ee we onan rier eee 13.05 135 
$4.30 Dividend Cumulative Preferred Stock 
(Convertible prior to November 1, 1977): 
High Sales Prices. c.0.. smacts oc cos yaa ce he ie ie ce ete Rea cac ae eee ae eto, oe ene Center net ees 60.375 aye lett fs) 
Low Sales. Brice. «2 ii, paepekon. sestele Gttaks siete ote eRe i iy ate cu Nee erence oe chen wes ant cr aes SigoU 47.50 
Dividends Paid per share (payable semi-annually) res rere ee cee cnr ener rere errr Palo _ 
Common Stock: 
High: Sales Price® .2 20.75 oe earaaase ceca tte Nake eect creme torent ae ee rite ee ete eeemec Ose elche coments rere een 27.00 youi2o 
Low: Sales Price tis 7.8 amets one eice eee aeiartac hata: ete ce eee ern nT etc ne ie eee eee nec. cra eee 229 HAE SYAS 
Dividends Paid per Share tek cect ce, crete cet. ecren aetna ods na ctcrale Sie ves neste ae ie tienen ae caeneinaees 40 40 


a) Quarterly figures do not add to total for year because of termination of convertibility of $4.30 
Dividend Cumulative Preferred Stock October 31, 1977. 


b) Anti-dilutive, but included in total for year, 
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1977 1976 
Third Fourth First Second Third Fourth 
Quarter Quarter Total Quarter Quarter Quarter Quarter Total 
$165,954 $170,218 $ 640,362 $129,920 $124,445 $132,339 $149,854 $ 536,558 
24,985 22130 110,380 50,956 70,644 Farol 36,834 209,765 
85,439 129,438 376,998 82,198 72,180 84,604 120,355 359,337 
166,809 164,870 691,307 152,602 174,581 157,699 152.362 637,244 
Pe sS 316,609 1,178,685 205,756 317,405 293,634 309,551 1,206,346 
$443,187 $486,827 $1,819,047 $415,676 $441,850 $425,973 $459,405 $1,742,904 
$41,679 $29,553 $140,448 $37,398 $26,755 $33,457 $23,471 $121,081 
(656) (8,182) (4,443) 13°210 19,597 e525 (7,099) 3oreas 
(424) 8,983 145605 3,083 857 CGS 5,166 10,971 
e550 (1,548) 7,002 8,049 10,060 4,674 3,769 26552 
470 (742) 14,164 24,342 30514 14,064 1,836 70,756 
$42,149 $28,811 $154,612 $61,740 $57,269 SAleoeA $25,307 $191,837 
$23,488 $16,129 $77,816 $22,203 11203 $18,759 $8,450 $ 64,615 
(333) (3,971) (1,958) 6,652 9,908 oo Si (3,565) 16,786 
(161) 4,896 6,429 1,526 494 972 2,663 5655 
669 (712) SEG TAS) 4,015 5,064 2,346 1,926 13,351 
fas) Zio 7,841 12,193 15,466 7,109 1024 35,792 
$23,663 $16,342 $85,657 $34 396 $30,669 $25,868 $9,474 $100,407 
$1.01 $.67 $3.64 $1.67 $1.44 $1.11 $.30 $4.52 
paeoo $.67 $3.56(a $1.39 $1.29 $1.03 $.34(b $4.05 
$108.00 $101.00 $101.00 $100.75 $115.00 Sire lee 
94.00 91.00 85.25 86.00 104.75 104.25 
ieesies) eSuo $5.50 ihowee) ofS WoW ee) Ah Sie Deosou 
54.00 5150 58.75 56.00 59.50 61.00 
50.00 48.50 46.50 5025 53,50 52.50 
eal Dd _ 4.30 Peale a eae) -- 4.30 
24,75 2aold 23.625 24.375 26:25 27.625 
21,00 2ULOLO Teor oer 22.625 22.875 
40 40 1.60 ~ol25 3625 3625 40 14375 


isi Beneficial Corporation 


Board of Directors 


Cecil M. Benadom (1°) 
Retired; former President 
of Beneficial Corporation 


Charles W. Bower 2) 
Senior Vice-President and Treasurer 


Robert C. Cannada “4) 

Attorney at Law, Butler, Snow, O’Mara, 
Stevens & Cannada, 

Jackson, Mississippi 


Elbert N. Carvel 

Vice Chairman of the Board of Trustees 
of the University of Delaware; 
Chairman of the Board of Peoples 
Bank and Trust Company, a subsidiary 


Finn M. W. Caspersen (1.2) 
Chairman of Board of Directors 
and Chief Executive Officer 


Freda R. Caspersen 

Chairman of Board of Directors 
of Westby Corporation, 

real estate investments, 
Wilmington, Delaware 


Thomas W. Cullen (4) 
Retired; former President of an 
affiliated holding company 


George R. Evans “'.?) 

Member of the Office of the President 
and Vice-Chairman of Board of 
Directors; President of Beneficial 
Management Corporation, a subsidiary 


Leon A. Fults 

Retired; former Chairman of Board of 
Directors of Western Auto Supply 
Company, a subsidiary 


J. Thomas Gurney (4) 

Attorney at Law, 

Gurney, Gurney & Handley, 
Orlando, Florida 

Arnold T. Koch (4) 

Of Counsel to Wormser, 

Kiely, Alessandroni & McCann, 
New York, New York 


DeWitt J. Paul 
Retired; former Chairman of Board 
of Directors of Beneficial Corporation 


Robert A. Tucker (1.2) 

Member of the Office of the President, 
First Vice-President and 

Chief Financial Officer 


Richard A. Wagner 

Executive Vice-President Operating 
and Chief Supervision Director of 
Beneficial Management 
Corporation, a subsidiary 

Arthur T. Ward, Jr. () 


Medical Doctor and businessman, 
Baltimore, Maryland 

Charles H. Watts, Il (1.3.4) 
Educational and business consultant, 
McLean, Virginia 

K. Martin Worthy 

Attorney at Law, 

Hamel, Park, McCabe & Saunders, 
Washington, D.C. 

Directors Emeritus 

Modie J. Spiegel 

William E. Thompson 

Ralph B. Williams 


(Member of Executive Committee 
(Finn M. W. Caspersen, Chairman) 

(2)Member of Finance Committee 
(Robert A. Tucker, Chairman) 

(3)Member of Audit Committee 
(Charles H. Watts, Il, Chairman) 


(4,Member of Compensation Committee 
(Arnold T. Koch, Chairman) 


Officers 


Finn M. W. Caspersen 

Chairman of Board of Directors 

and Chief Executive Officer 

George R. Evans 

Member of the Office of the President 
and Vice-Chairman ofBoardof Directors 
Robert A. Tucker 

Member of the Office of the President, 
First Vice-President and Chief 
Financial Officer 

Charles W. Bower 

Senior Vice-President and Treasurer 
William A. Gross 

Senior Vice-President 

Edgar D. Baumgartner 
Vice-President and Tax Counsel 
Edwin M. Stokes 

Vice-President and Secretary 
Russell W. Willey 

Vice-President and Controller 

Glenn E. Paton 

Vice-President and Assistant Secretary 
Charles H. Donovan 

Auditor 

John R. Doran 

Assistant Vice-President 

and Assistant Treasurer 

Robert F. Haag 

Assistant Vice-President 

and Assistant Controller 

Joseph R. Roberge 

Assistant Vice-President 

Worthy A. Hollister 

Assistant Auditor 

Genevieve M. Nickerson 

Assistant Secretary 

Elmer H. Reynolds 

Assistant Treasurer 

Harold J. Robinson 

Assistant Secretary 


Contribution to 1977 
Consolidated Net Income* 


Consumer Finance 
Subsidiaries 


Insurance Group 


Western Auto 
Supply Company 


Spiegel, Inc. 


7% 


*Excludes net 
loss of Midland 
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Beneficial Management 
Corporation 


Executive Committee 
George R. Evans 
Chairman and President 
Finn M. W. Caspersen 

R. Donald Quackenbush 


Executive Vice-President 
Insurance 


Robert A. Tucker 

Gordon L. Wadmond 
Executive Vice-President 
Richard A. Wagner 
Executive Vice-President 


Operating and Chief 
Supervision Director 


Senior Vice-Presidents 

Richard H. Bate, Counsel 

Leo R. Caron, Operating 

David J. Farris, Operating 

John M. Farrell, Community Affairs 
Robert P. Freeman, Personnel 
Thomas E. Gerrity, Operating 


Robert Mallock, Business 
Development 


Helmuth Miller, Public Relations 
William G. Weiss, Operating, Canada 
Vice-Presidents 

Joseph E. Chauvette, Controller 

John M. Doman, Audit Controls 

Joseph A. Furey, State and Local Taxes 


Robert E. Gaegler, Insurance 


George B. Pearson, Planning and 
Research 


William S. Prickett, Treasurer 

William G. Simpson, Corporate Benefits 
Clifford W. Snyder, Advertising 

Leon Spitz, Real Estate 

David W. Valentien, Management 
Information Services 


Charles V. Walsh, Counsel, 
Public Relations 


Charles E. Hance, Litigation Counsel 


Lawrence Kelder, Executive Assistant 


Kenneth J. Kircher, Secretary to 
Executive and Management 
Committees 


James D. Warren, Secretary 

Judith A. Bonnesen, Assistant Secretary 
Helen A. Hofbeck, Assistant Secretary 
John V. McCardle, Assistant Treasurer 


Beneficial Management Corporation, a 
wholly-owned subsidiary, furnishes, at 
cost, supervision, audit, accounting, 
and other services to most of the 
operating subsidiaries. 


Principal Executives of 
other Subsidiary Companies 


Senior Vice-Presidents 


Joseph A. Stubits, Operating—Retail 
Credit 


William G. Weiss, Canada 
Vice-Presidents 
J. E. Aldridge, West Coast Central 


Kenneth D. Angevine, Beneficial 
Finance Co. of New York, Inc. 


Pierre E. Bashe, California North 
George B. Brush, New England 
Dewey O. Cassler, Tri-State 
Ernest H. Cole, Southwest 

John France, United Kingdom 
Grant H. Genske, Northwest 
Robert M. Grohol, Eastern 

J. Gaetan Helms, Montreal 

W. James Murphy, Southern 
Charles L. Rounsavall, Midsouth 


Vernon G. Smith 
President and Treasurer 
Beneficial Finance Co. 
of New York, Inc. 


Robert E. Styles, Midwest 

Harry E. Vanderbank, East Central 
Daniel Wilczek, Central 

Murray W. Wilson, Australia 

John F. Yarley, Gulf Coast 


George R. Evans, President 

Beneficial Finance Co. of Canada 
Gerald L. Holm, President 

Beneficial Data Processing Corporation 
J. Edward Kerwan, Vice-President 
Beneficial Data Processing Corporation 
John J. Leonard, Vice-President 
Beneficial Data Processing Corporation 
Joseph A. Yankauskas, Vice-President 
Beneficial Data Processing Corporation 
Bevan G. Walker, Vice-President, 
Secretary-Treasurer 

Beneficial Finance Co. of Canada 
Gerald S. Corsover, President 
Parliament Leasing Corporation 


Beneficial Insurance Group 


Officers of One or More Companies 

R. Donald Quackenbush, Chairman of 
the Board of Directors and President 
Robert E. Gaegler, Executive 
Vice-President 

Mary R. Bermingham, Secretary and 
Treasurer 

James T. Kearns, Senior Vice-President 
Marketing—Life 

William M. Campbell, Vice-President 
Industry Relations and External Affairs 
Roy F. Duke, Jr., Vice-President 
Investments 

William G. Jarman, Vice-President 
Marketing—Life 

Anthony F. Mita, Vice-President 
Administration 

Albert G. Morhart, Jr., Vice-President 
Casualty Operations 

Donald K. Smith, Vice-President 

John H. Suminski, Vice-President 
Legislative Counsel 

Laverne R. Wolfanger, Jr., Controller 


Gloria P. Poole, Assistant Secretary 


Edward A. Dunbar, President 
Beneficial International Insurance 
Company, Limited 

Theodore H. Cassidy, Vice-President 
Nicholas G. Cooper, Vice-President 
H. C. Butterfield, Resident 

Counsel and Secretary 


Joy Orchard, Assistant Secretary 


David B. Ward, Counsel to the 
Insurance Group 


——————EEE 
Western Auto Supply Company 


Officers 


Joseph C. Grissom, Chairman of the 
Board and Chief Executive Officer 


J. Roger McDonald, President 


Kenneth L. Brown, Vice-President and 
Controller 


Herbert D. Froemming, Vice-President 
and Treasurer 


Louis L. Poplinger, Vice-President 
and Secretary 


John H. Henke, Vice-President 
Stanley J. Hoffman, Vice-President 


William J. Knickerbocker 
Vice-President 


Philip E. Long, Vice-President 

Carl W. Mahan, Vice-President 

R. T. Renfro, Vice-President 

R. P. Bradley, Assistant Treasurer 
Ralph L. Wright, Assistant Secretary 


Alvin L. Esbin, President of Eva Gabor 
International, Ltd. 


Midland International 
Corporation 


Officers 


John W. Lane, Chairman of the Board 
of Directors and Chief 
Executive Officer 


Robert W. McFadden, President and 
Chief Operating Officer 


Robert A. Caldwell, Vice-President 
Richard L. Looney, Vice-President 


Richard W. Stilley, Vice-President 
and Treasurer 


Louis L. Poplinger, Secretary 
Spiegel, Inc. 


Officers 


Henry A. Johnson, Chairman of the 
Board of Directors and 
Chief Executive Officer 


John R. Erickson, Vice-President 
Joseph F. Garraty, Vice-President 
Leonard A. Gittelsohn, Vice-President 
William M. Giuntoli, Vice-President 
Robert H. Hirshberg, Vice-President 
Walter B. Killough, Vice-President 
Albert H. Paul, Vice-President 
Edward J. Spiegel, Vice-President 


Paul A. Stinneford, Vice-President 
and Secretary 


Joseph A. Stubits, Vice-President 


Alton M. Withers, Vice-President 
and Treasurer 


Michael R. Moran, Assistant Vice- 
President and Assistant Secretary 


Meyer Sheinfeld, Assistant Secretary 
Caroline M. Biggs, Assistant Treasurer 
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